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[ TEXT]

. 1 NTRODUCTI ON

For two generations the Soviet Union was a threat to the
United States. Its nuclear and conventional weapons

t hreat ened our physical survival and that of our allies and
friends around the world. |Its policies threatened vita
national interests. Its ideology, and the nmeans the Soviets
used to pronpte it, threatened our nost basic and cheri shed
values. To neet that threat, we fought the Cold War. W
nobi | i zed and expended vast resources-- economic, nmlitary,
and noral --to counter the Soviet challenge. And we were
successful. We preserved our liberties, we preserved our
capacity to grow in freedom and we maintained the strength
to enbark on great new national endeavors once the Sovi et
Uni on had col | apsed and the Cold War ended.

Anmong these endeavors is our national effort to help and
encourage the New | ndependent States (NI'S) of the forner
Soviet Union to transformthenselves into partners in the
international community. Fitfully, painfully and in

di spersed order, one after another of these energing new
nati ons has chosen the historic path fromdictatorship to
denocrati c governance; from state-owned, and state-run
conmand systens to market econom es where individuals nake
their own econom c decisions; and fromover-mlitarized,
arbitrary foreign and national security policy-nmakers to
reliable partners in expanding structures of internationa
peace.

Neither the United States al one nor any conbination of
outside actors will determ ne the success or failure of
these transfornmations. This will depend on the will and
capacity of the peoples and governnents of each New

I ndependent State. It is they who nust bear the pain and
run the risks. But whether they succeed or fail nmkes a
difference to the United States. It is the difference

bet ween continuing nobilization to nmeet threats fromthis
regi on--in other words, continuing the Cold War--and a new
American capacity to neet chall enges at hone and abroad in

the 21st Century. It is also the difference between | agging
behi nd and taking the lead in devel opi ng new conmerci a
rel ationships that will benefit U S. conpanies and U S.

workers. W owe it to ourselves to do what we sensibly can
within our Iimted resources, to help nake their
transformati on a success.

This is what the NI'S assi stance program has sought to do--to
make a critical difference at a crucial nonment in a historic
transition that is in our national interest. Though it has
had its problens, it has also had inportant successes.
These successes are accunul ating. 1994 was on bal ance a
good year.

Assi stance Strategies
Assistance is a vital conponent of U S. policy toward the

NI'S. W want to achieve enduring, normal, and productive
bilateral relations with each New I ndependent State and to



encour age such rel ati ons anong them and between t hem and
their partners in the world conmunity. The United States
supports each country's enmergence as an i ndependent,
denocratic, and prosperous nation. W also believe that
over the long term stability and prosperity--and hence

i ndependence--require broad and enduring progress toward
denocracy and nar ket - based econom ¢ nmanagenent. Over that
long term each is essential to the other. Qur assistance
programis therefore geared to support denocratic and narket
reformand reforners. In the four nucl ear successor states
of the former Soviet Union, we also have a significant
program of weapons di smantl enent, destruction and non-
proliferation.

As called for by Section 102 of the FREEDOM Support Act, an
Assi stance and Econonic Cooperation Strategy for all 12 New
| ndependent States was prepared in January 1994. The O fice
of the Coordinator of U S. Assistance to the NI'S, working

wi th the broader assistance community, has al so prepared
specific country--and in the case of Central Asia, regional-
-assi stance and cooperation strategies. The final two
country strategies--for Belarus and Georgia--are now in
preparation. |In addition, the Russian strategy underwent a
formal review nandated by the Coordinator and an update is
nearing conpl etion.

By strategic design, NS assistance is a high-inpact program
for the decade of the 1990s. Wth a limted investment of
time and assi stance on our part, many of our assistance and
cooperation partners are capable of becom ng full
denocratic, prosperous nmenbers of the internationa
conmunity in the short or mediumterns. They will choose
their owmn forms of denmpcracy and the market, and the
transition will not to be conplete for decades. But reform
and reforners can make it irreversible within years.

Working closely with other donor countries and nultilatera
organi zations, our job is to help these refornmers.

G ven differences in the | evel of devel opnent and pace of
reformanong the NI'S, our strategy envi sages three distinct
types of assistance, delivered in the expectation that as
ref orm proceeds nost or all will no | onger need substantia
assi stance by the end of the decade.

In the first phase, the accent is on humanitarian aid--food,
fuel, and nedicine to cushion the initial shock of beginning
transition. In 1992 and 1993, nost of our resources went to
this type of assistance, both through governnent-to-
government prograns and through private voluntary

organi zations. MIllions were fed; nore mllions were kept
warny mllions were vaccinated and provided with ot her
essential nedical services. As economes stabilize,

humani tarian aid becones | ess necessary. |In several states-
-Taji ki stan, Arnenia, Azerbaijan and Georgia, for exanple--
it remains essential

In the second phase, countries that choose reform-and
denonstrate their political commtnent to pursue denocracy
and nar ket - based econom ¢ nmanagenment in practice--can expect
substantial bilateral technical assistance and nodest
capital to help thembuild the institutions, |aws, and



regul ati ons of nodern denocratic societies and nodern
econom es. Here our partners nunmber in the thousands rather
than the nmillions; but they are the reforners and

deci si onnmakers who make the policies and provide the
exanples for the mllions. lowa farners take their know how
to Wkrainian farnmers, Uzbek students study in Kansas, Peace
Corps Volunteers from M chi gan teach English in Ml dova,
financial sector advisors work with colleagues in half a
dozen NIS ministries, retired Anerican executives share
their expertise in the Kyrgyz Republic. 1In 1994, the
program continued to target disproportionate resources on
those NI'S that had chosen reformin 1992-1993--Russia, the
Kyrgyz Republic, Ml dova and Kazakhstan. But it al so geared
up to increase resources for the "second wave" of states in
t he process of choosing conmprehensive reformafter two years
of delay and decay--Ukrai ne, Arnmenia, Georgia, Belarus--and
thereby permit the United States to lead internationa
support efforts on their behal f.

In the third phase, as economc stability takes hold and
economc vitality grows under market conditions, there is
extra U S. Governnent support for the private-sector
engagenment in the trade and investnent that nust supersede
assi stance and provide the foundation for normal economc
relations. Using funds from both the FREEDOM Support Act
and their own appropriations, OPIC, TDA and the Export-

| mport Bank are responding to project proposals fromfirns,
and demands for their services--and for the nodest capita
avai | abl e through enterprise and private venture funds--

t hereby reflecting progress and encouraging private sector
devel opnent and the growth of a market environnent. In
1994, Russi an-Anerican ventures were the prinmary
beneficiaries, given the continuing progress of reformin
Russi a, but Kazakhstan, Ukraine and others should receive
i ncreased support as reformin those countries proceeds.

Because the programis transitional by design, the strategy
i ncludes firmplans to end nost assistance by the end of the
decade. For exanple, the Russian programidentifies 1998 as
the | ast year for new obligations. By the dawn of the new
century, therefore, private sector trade and investnent
shoul d be the normal basis for U S. econonmic relations with
all or nobst New | ndependent St ates.

The Four Conponents of the NI'S Assi stance Program

The overall assistance programis conposed of four distinct
conponents: technical and econom c assi stance funded by the
FREEDOM Support Act, dismantlement and demilitarization
assi stance funded by the Cooperative Threat Reduction
Program (" Nunn- Lugar" Program, food assistance funded by
the U S. Departnent of Agriculture, and humanitarian

assi stance provided by private and U S. Governnent sources.
In varying conbi nati ons (excludi ng "Nunn-Lugar" resources),
t hese prograns al so provide the U S. contribution to

| M-/ I BRD-1ed stabilization efforts in nemy-reformng N S.
Through FY1994, total cunulative (since the initia
appropriations to these prograns in FY1992) appropriations
for the FREEDOM Support Act and Cooperative Threat Reduction
assi stance prograns totaled $4.48 billion, total cunulative
obligations for all prograns (including food and



humani t ari an assi stance, which fall outside the assistance
appropriations process) totaled $6.55 billion, and tota

cunmul ative expenditures totaled $4.68 billion

Appropriations, obligations and expenditures for each of the
four conmponents of the assistance programthrough the end of

Decenber 1994 are as foll ows:

Appropri ated ol i gat ed
FREEDOM Support Act $3.21 billion $2.5 billion
-funded assi stance projects
Cooper ative Threat $1.27 billion $473 mllion
Reducti on Program
USDA Food Assi stance $2.42 billion
Humani t ari an Assi st ance* $1.16 billion
TOTALS $4.48 billion $6.55 billion

Expended
$1.1 billion
$100 million

$2.32 billion
$1.16 billion
$4.68 billion

* Public and private donations transported by the U S. Governnent.

O the $4.68 billion of expenditures in the overal
assi stance program the Russian Federation has received
$2.28 billion, or somewhat |ess than one-half of the tota

cunul ative expenditures in the NIS (the Russian share of

assi stance funded only under the FREEDOM Support Act is also
| ess than one-half of the total expenditures in the N'S)
Armeni a has received the second | argest ampunt of assistance
fromthe United States--over $444 nmillion--and by far the
nost assi stance per capita; but the bulk of this assistance
has been in the formof humanitarian and food assi stance.
Ukr ai ne, which has only recently begun to inplenent a
serious econom c reform program has received the third

| argest amount of overall assistance, $392 mllion, but has
recei ved the second | argest ampunt of technical and econom c
restructuring assistance.

For FY1995, Congress appropriated $850 nillion under the
FREEDOM Support Act and $400 million under the Cooperative
Threat Reduction Program (FY1995 funding for USDA food
assi stance and hunanitari an assi stance has not been finally
determ ned.) In FY1994, the Russian Federati on was

al | ocated approxi mately 65 percent of new FREEDOM Support
Act funding, but is slated to receive only approxi nately 45
percent of the FY1995 assistance funds all ocated under the
FREEDOM Support Act.

The Cooperative Threat Reduction Program initiated in
FY1992, was established to decrease the threat of weapons of
mass destruction by assisting the former Soviet republics in
the follow ng areas: safe and secure transportation

storage and nonproliferation. The program operates in the
four nuclear states of the forner Soviet Union--Russia,
Ukr ai ne, Bel arus and Kazakhstan. U. S. negotiators initially
encountered nunerous difficulties and del ays as they sought
agreenments on specific weapons di smantl| enent and destruction
projects. After a slow start, in FY1993 and FY1994 over 30
agreenments were signed and i npl erentation of these
agreenments began in earnest. bligations through Decenber



1994 increased four-fold over the previous year to $473
mllion and continues to increase rapidly. Congress has
been notified of proposed obligations for an additional $535
mllion to inplenent these agreenents, for a total of $969
mllion.

Si gni ficant Devel oprments in the 1994 Program

Across the I ength and breadth of the eleven NIS tine zones,
1994 was the year when the $2.5 billion in new nulti-year
fundi ng provided by the Congress in Septenber, 1993, began
to roll out and denonstrate serious inpact in support of
reform The accent was on technical assistance, the offer
of the best of Anmerican know how and expertise in field
after field to reforners willing and able to use it.
Thousands of NIS citizens at every |evel of education and in
a score of fields cane to this country; thousands of

know edgeabl e Anericans in scores of organizations arrived
to share their expertise with area counterparts. In sector
after sector--privatization and post-privatizati on support,
econom ¢ restructuring, energy, the environnent, health,
smal | busi ness devel opnent --new | aws, new regul ati ons, new
institutions, new ways of doing things energed and began to
take root in country after country, at the central and | oca
| evels. The bulk of this report is a record of some of

t hese achi evenments--and sonme of the problens encountered

al ong the way, but a nunber of significant devel opnents
deserve highlighting in this introduction

Fol | owi ng President Kuchma's bold decision this fall to
undertake a conprehensive econonic reform program we
nounted a broad and substantial assistance programin
Ukr ai ne.

Ukrai ne al so provided the first nmajor test of the programs
capacity to support nacro-econonm c stabilization and mcro-
econom ¢ restructuring progranms agreed between newy
reforming NIS, the International Mnetary Fund ,and the
International Bank for Reconstruction and Devel oprment; with
our active engagenent, it was successful

As the progress of reformincreased the denand for direct
support of U. S. trade and investnent, we enhanced the
enphasis on this aspect of the program while naintaining
our stress on core technical assistance to help create the
conditions required for the healthy functioning of a market
econony. For exanple, OPIC provided over $700 mllion in
financing for projects in the NIS in 1994.

As reform progressed in Russia and the other NI'S enbarked on
the reformpath, the proportion of assistance targeted at
Russia and non-Russian NIS shifted toward the latter, up
from 35 percent in FY1994 to over 55 percent in FY1995.

Coordi nation with other donors to nmaxim ze synergy and

m ni m ze redundancy made significant progress, in
international donor's fora and in bilateral consultations,
particularly with the European Union; the establishnment in
Moscow of an assistance unit attached to the Ambassador's
O fice inproved i ssue managenent of the region's |argest
program



Trai ni ng and exchange prograns expl oded, toward Marshal
Pl an proportions, and began to put in place the solid
under pi nning i n hunman experi ence and contact that sound
future U S.-NIS relations will require. 1In all, alnost
12,000 people fromthe NIS participated in training and
exchange prograns in 1994.

Structure of the 1994 Annual Report

The 1994 Annual Report on the U.S. assistance programin the
NIS is divided into el even sections, with one appendi x
containing figures for obligations, expenditures, and
commerci al financing and insurance. |Infornmation used in
this report was gathered from Washi ngt on agenci es i nvol ved
in the assistance program the U S. Enbassy in each of the
twelve NIS states, and assistance providers in the field.
The Annual Report was prepared by the Ofice of Anbassador
Thomas W Sinons, Jr., Coordinator of U S. Assistance to the
NI S.

Il. Assessnment of Effectiveness and Overview of U.S.
Assistance in the NIS

The foll owi ng assessnments and overvi ews provi de a snapshot
of the U.S. assistance programin each New | ndependent State
in 1994. These assessnents are based on information

provi ded by our Enmbassi es and other field-based assistance
providers, as well as the U. S. -based representatives of
various government and non-governnental agencies involved in
the NI'S assi stance program They contain information on the
climate for economic and political reformin each state,
specific strategi c objectives, budgetary outlays and program
probl ens. For conplete informati on on specific assistance
prograns, please refer to those particular sections of this
Annual Report.

Overall, the U S. assistance programin 1994 made a
significant contribution to the reform process. Stronger
conmtrment to reformin a nunber of states--npst notably
Ukr ai ne, Mol dova and Arnenia--as well as the continuing
econom c reformin Russia provide clear evidence of
progress. Moreover, we achieved greater focus in our
prograns, ensuring that the assistance we provide is the
assistance that is required and desired. A nunber of

proj ects--such as the grain storage facility project--have
been elimnated conpletely or significantly altered in |ight
of our strategic objectives. In Russia, we have also
instituted a regional assistance strategy that hel ps us
better concentrate our efforts on those regions in Russia
nost |ikely to use our assistance productively and we have
establ i shed an assistance unit in Enbassy Moscow to better
coordi nate the nunerous assistance activities underway in
that country.

For the nobst part, prograns underway are hel pi ng achi eve the
primary U S. strategic goal --to establish enduring, nornmal
and productive bilateral relations with each New | ndependent
State and to encourage such rel ati ons anong them and between
themand their partners in the world comunity. W have

al so contributed to the energence of each country as an



i ndependent, denocratic and prosperous state--which nust be
seen as a long termprocess. The U S. assistance strategy
for the NIS has three prinary objectives:

Foster the devel opnent of a conpetitive, market-oriented
econony in which the nmpgjority of resources are privately
owned and nanaged.

Support the transition to transparent and accountabl e
governance and the enpowernent of citizens, working through
their civic and econom ¢ organi zati ons and denocratic
political processes that ensure broad-based participation in
political and economic |life, and respect for human rights
and fundanmental freedons.

Strengthen the capacity of these states to nanage the hunan
di mension of the transition to denbcracy and a narket
econony, and hel p sustain the needi est sectors of the

popul ation during the transition period.

In response to the changing conditions in sone NI S states,
the focus of the U S. assistance program has al so noved
significantly away from humanitari an assistance and into
economnmi ¢ and technical assistance--and in Russia to a
program whi ch features strong support for U S. trade and

i nvestment as wel .

The assi stance program however, continues to struggle with
a variety of different problens, ranging fromdifficulties
with the actual provision of assistance to problens in
determ ning the proper course of action. A nunber of
Enbassi es have expressed concerns that their expertise and
aut hority have not been adequately sought or taken into
account in the devel opnent of assistance projects.
Cccasional ly, specific assistance programs run into probl ens
because of the |ack of experience or know edge of the

assi stance providers in the field, and sonetines because of
t he denmands of program devel opers and designers in

Washi ngton. A common criticismhas been the lack of foll ow
up assi stance--we provide advice or training, only to | eave
t he scene before gaugi ng what the next steps should be and
how to i npl ement those next steps. W are continually
striving to address these problens as they appear

In recognition of the well-publicized problems with crine
and corruption in countries throughout the NI'S, our prograns
have al so been designed to mininize these risks. For
exanpl e, assistance is provided through contracts with U S
firms and organi zations to deliver technical assistance

rather than through grants to NI'S governnents. | ndeed,
relatively little assistance is directed at governnent at
all. The Inspectors General of agencies and departnents

delivering assistance are taking extra efforts to ensure
that they are exercising their audit responsibilities in a
manner appropriate for these types of activities.

Ar meni a
The U. S. assistance programin Arnmenia in 1994 continued to

hel p provide essential support for the Arnenian people
during the continuing tough period of enbargo and



transition, with increasing enphasis on assisting the

devel opnent of legal and institutional structures to
facilitate the growmh of its denocratic governnment and a
mar ket econony. The Arnenian Governnent has taken sone of
the steps necessary to nove forward with essential reforns,
i ncluding the privatization of nbst of the country's arable
land. Wth the establishment of a tentative cease-fire in
Nagor no- Kar abakh and the first signs of economic stability,
the reformclinate in Arnenia has shown signs of

i mprovenent. Finally, Armenia has noved boldly and
courageously toward agreenents with the | M- and | BRD t hat
will permt conprehensive reformto go forward for the first
tinme.

U. S. technical assistance in the near termw |l focus on

hel ping Arnenia to get key elenments of the |egal and
institutional framework in place. Initial efforts are

st rengt heni ng the know edge of and tools available to policy-
makers who play key roles in the stabilization and
restructuring process. These efforts will conpl enent those
of the Wrld Bank, the I M-, and--given the likely |lag before
those institutions becone fully engaged in Arnenia--wll
provi de assistance in selected areas slated for later
multilateral support. CQur efforts will build on economc
ref orm obj ectives set by the government and the progress

t hey have already achi eved. Qur assistance programin
Armeni a can be divided into these general categories:

Activities to provide food, nmedicine, and fuel assistance.

Activities that support nacroeconom ¢ stabilization and
econom ¢ restructuring.

Activities ained at creating the |legal franework needed for
a functioning market econony.

Activities ained at strengthening civil society and
partici patory denocracy.

As of Decenber 31, 1994, the U S. Governnent had obligated a
cunul ative total of $124 million in technical assistance,
$266 million in food assistance, and $104 nmillion in

humani tari an assistance. Over $444 nillion of assistance
had been expended as of this date. In FY1994 al one, the
U. S. budgeted $83 nmillion for technical and humanitarian
assistance to Arnmenia. (See Appendix 1 for a conplete
description of obligations and expenditures.)

Forenmpst anobng the various elenments of U S. assistance is
the i mpact of the substantial grants of food grains and
heating fuels provided to Arnenia this year, including

230, 000 tons of wheat and 50,000 tons of kerosene, transport
of heavy fuel oil, donated medicines and surplus
agricultural commodities. The President, Prinme Mnister and
nost | evels of Armenian society repeatedly thank the United
States for the life-sustaining function of this food and
fuel assistance and the underpinning it provides to the
government's reform program and the country's econom ¢
stability and political independence. Oher key U. S.
initiatives in Armenia include support for energy, housing,
trai ni ng and exchanges prograns, and econom c restructuring



prograns.

Wil e the overall positive inmpact of U S, assistance to
Armenia this year has overshadowed nobst shortcom ngs,
several continuing problens have Iimted the degree of
success and cost-effectiveness. |In particular, the |lack of
early, conprehensive action on the deteriorating, ill-
nmanaged transportati on systemin the region continues to
haunt U S. assistance efforts. According to our Enbassy,
the delivery of urgently-requested assistance for energy
system i nprovenents and econom ¢ advi ce and data processing
was time consum ng and | ong-del ayed by USAID s process
requi renents and centralized contract authorities. The
Enbassy al so reports that handling the | arge nunber of
requests for infornmation from Washi ngton adds significantly
to the workload of the small field staff.

The U.S. plans to continue supporting Arnenia's econom ¢ and
political reformprogramin FY1995. Despite significant
cuts in the overall NS assistance budget, FY1995 funding
for Arnenia as a percentage of the overall NS budget is
slated to rise, and we will be challenged to | ead the

i nternational community's efforts to support conprehensive
Armenian reformin the context of emerging | M/ | BRD
prograns. U.S. assistance will primarily go to support

humani tari an and food needs, with significant resources al so
directed at pronoting exchanges and training, economc
restructuring, private sector devel opnment and housi ng.

Azer bai j an

The U.S. assistance programin Azerbaijan--limted by U S

| egal restrictions--has played an inmportant role in
provi di ng humani tari an assistance to refugees and internally-
di spl aced persons, and encouragi ng the country's transition
to a market econony and denocracy. U.S. Government
assistance to the Government of Azerbaijan is prohibited by
Section 907 of the FREEDOM Support Act until Azerbaijan
takes steps to cease offensive uses of force and lift

enbar goes agai nst Arnenia. As a result, all U S. assistance
is directed at individuals and organi zati ons not associ at ed
with the Government of Azerbaijan

Al t hough Section 907 of the FREEDOM Support Act prohibits
bi | ateral government-to-government assistance of the type
available to the other NI'S, our strategic objectives in
Azerbaijan are the nonethel ess the sane as those of the
other states. Qur necessarily |imted assistance programin
Azerbaijan can be divided into these general categories:

Energency aid to refuees and di spl aced persons.

Educati onal and entrepreneurial training and exchange
progr ans.

Denocracy- bui | di ng projects.

As of Decenber 31, 1994, the U S. Governnent had obligated a
cunul ative total of $30 million in technical assistance, $30
mllion in food assistance, and $20 mllion in humanitarian

assistance. Over $60 million of assistance had been expended



as of this date. In FY1994 alone, the U S. budgeted $12
mllion for technical and hunmanitarian assistance to
Azerbaijan. (See Appendix 1 for a conplete description of
obl i gations and expenditures.)

The bulk of U S. assistance to Azerbaijan has focused on
addr essi ng i nedi ate humani tari an needs by providing food,
nedi ci nes and shelter to the needi est segnents of the
Azerbaijani population. A few other assistance projects,
however, were carried out in 1994, including:

A USAI D-funded trai ning and exchange program whi ch brought
representatives of private sector Azerbaijani groups to the
United States for training.

The USI A Secondary School Exchange Program which brought a
group of 15-17 year-old students to the United States to
live and study in 1994,

The U. S. plans to continue to do what it can to support and
encour age econonic and political reformin Azerbaijan in
FY1995. U. S. assistance will primarily go to support
trai ni ng and exchange prograns, private sector rura

devel opnent, and food aid.

Bel ar us

The smal |l amount of U S. assistance extended to Belarus in

1994 was on the whole effectively utilized to encourage the
begi nning of reformin Belarus. U S. assistance to Bel arus
focuses on encouraging the country's transition to a narket

econony and denmopcracy. |In addition, through the Cooperative
Threat Reduction program the U S. seeks to assist the
Bel arus Governnent in fulfilling its conmtnent to

denucl eari zati on and nonproliferation, including through
facilitating the conversion of Bel arus defense industries.
The el ection of President Al eksandr Lukashenko in July 1994
may signal a new spirit of reformon the part of the Bel arus
Governnent, but the lack of prior Belarusian Governnent
action thus far on economic reformhas |imted extensive

U S. engagenent in this sector. |f Belarus reaches
agreenments with the I|M- and IBRD, thereby joining the
"second wave" of newly reforming NIS that denpnstrate strong
and practical commtnent to reform U S. |eadership will be
i mportant to international community efforts to support
these efforts.

The focus of our programin Belarus mirrors that of other
NI S:

Activities to foster the devel opnent of a conpetitive,

mar ket - ori ented econony in which the magjority of resources
are privately owned and nanaged.

Activities to pronpte denobcratic institution-building.

Activities designed to help sustain the needi est sectors of
t he popul ation during the transition period.

As of Decenber 31, 1994, the U S. Governnent had obligated a
cunul ative total of $36 mllion in technical assistance,



$195 million in food assistance, $62 nmillion in humanitarian
assistance, and $23 mllion for the Cooperative Threat
Reduction program Over $268 million of assistance had been
expended as of this date. In FY1994 alone, the U S.
budgeted $12 mllion for technical assistance to Bel arus.
(See Appendix 1 for a conplete description of obligations
and expenditures.)

U S initiatives in Belarus include support for prograns in
energy, the environnment, privatization, training and
exchanges, and private rural sector devel opnent, and a | arge
food assistance program The U.S. Enbassy reports that
hurmani tari an medi cal assi stance and techni cal assistance
directed at supporting municipal authorities have been

hi ghly successful. Oher aspects of the prograns are:

Projects to strengthen professional |egal associations and
to support efforts to create |egal continuing education
progr ans.

Efforts to support the devel opment of indi genous non-
gover nment al organi zati ons (NGOs) .

Far mer -t o- Far ner exchange prograns and other agricultura
t echni cal assi stance.

The establishment of a system of privatization auctions and
support for the devel opnent of advertising and public
education strategies.

Conti nui ng support for a hospital partnership program
between the Children's Hospital of Pittsburgh and three
nmedi cal facilities in M nsk.

Despite the overall positive assessnent of the U. S

assi stance programin Belarus, we have experienced a few
probl ens. For exanple, the Enbassy reports that some USAI D
proj ects have noved forward wi thout receiving proper
concurrence fromthe Anbassador. The Enbassy al so has

rai sed concerns about delays in the inplenentation the
Cooperative Threat Reduction programin Belarus--the |argest
source of assistance available now to Belarus. According to
one Enbassy report, "seem ngly endl ess del egati ons have
bewi | dered and strained the resources of both the Enbassy
and the Belarusian M nistry of Defense | eading the M nister
of Defense to publicly criticize the program"” U S.

Depart mnent of Defense officials are addressing these
concerns directly with the Mnister of Defense.

The U. S. plans to support and encourage econom ¢ and
political reformin Belarus in FY1995. U. S. assistance wll
primarily go to support training and exchanges, with
significant resources also directed at environnmental and
energy prograns, and health care. The U S. also plans to
provide up to $10 million in food commobdities in 1995.
Shoul d t he Bel arusi an Government nove forward with a
significant reform program we would consider expanding the
programto include support for econom c restructuring and
privatization.

CGeorgi a



U. S. assistance to Georgia was crucial to the economc
social and political survival of Georgia in 1994. CQur

assi stance program has focused on assisting Georgia's
transition to a market econony and denocracy, and to hel pi ng
the country maintain a safety net for its vul nerable

popul ation. Qur initiatives have also contributed to

i ncreased efforts in Georgia by other international donors.
Toget her, U. S. assistance and our urging that other donors

i ncrease contributions have denonstrated support at a tine
when its | eaders faced a discouraging array of problens in
their efforts to build a viable nation. Despite a w de
range of serious donestic political, mlitary and socia
probl ens, the Georgi an Gover nment has taken sone of the
steps necessary to nove forward with a sound reform program
i ncluding the privatization of nuch of the country's arable
land, and is working intensively with the IMF and IBRD to
reach agreenents that will put deep, conprehensive reformon
track. Wth the freeing of the price of bread and fuel and
the first signs of economic stability, the reformclimte in
CGeorgi a has shown signs of inprovenent.

The focus of our programin Georgia mrrors those of other
NI S:

Activities to provide food, nmedicine, and fuel assistance.

Activities that support nacroeconom ¢ stabilization and
econom ¢ restructuring.

Activities ained at creating the |legal franework needed for
a functioning market econony.

Activities ained at strengthening civil society and
partici patory denocracy.

As of Decenber 31, 1994, the U S. Governnent had obligated a
cunul ative total of $60 mllion in technical assistance,
$227 million in food assistance and $143 million in

humani tari an assistance. Over $367 nillion of assistance
had been expended as of this date. In FY1994 al one, the
U. S. budgeted $35 nmillion for technical and humanitarian
assistance to CGeorgia. (See Appendix 1 for a conplete
description of obligations and expenditures.)

Major U.S. initiatives in Georgia include support for
energy, training and exchanges, denocratic reform and
econom ¢ restructuring, and a |arge humanitarian food, fue
and nedi ci ne assi stance program (see the hunanitarian

assi stance section of the Annual Report for nore detail).
Specific projects include:

Efforts to i nprove energy efficiency through weatherization
of factories and apartnents and installation of dedicated
power lines to ensure service to critical facilities such as
hospital s and bakeri es.

El ection training and voter education

Support for a nedical partnership between Grady Menoria
Hospital (Enory University) and the Mrehouse School of



Medi cine and two nmedical facilities in Thilisi.

Support for several short-term and one | ong-term econom c
advi sor for the Georgi an Governnent.

Trai ni ng and exchange prograns to benefit parlianentarians,
ot her governnent officials and students.

The United States plans to continue supporting Georgia's
econom c and political reformprogramin FY1995. Despite
significant cuts in the overall NS assistance budget,
FY1995 funding for Georgia as a percentage of the overal
NI S budget is projected at this point to double, and if
Georgi a negotiates | M-/ 1 BRD prograns that enbody
conprehensive reform the U S will play a key role in

| eading international efforts to support them U. S
assistance will go primarily to hel p neet humanitarian and
food needs, with significant resources also directed at
pronoti ng exchanges and training, econom c restructuring,
heal t h, and energy.

Kazakhst an

The U.S. assistance programin Kazakhstan began achi evi ng
nore concrete results in 1994 as many prograns noved from
the planning or pilot stage to full, country-w de

i npl enentation. Qur assistance programis designed to help
create the conditions for sustained econom c restructuring
and denocratic developnent. |In addition, through the
Cooperative Threat Reduction program the United States
seeks to assist the Kazakhstani Governnent to dismantle and
el i m nate weapons of nmmss destruction |ocated on its
territory and to facilitate the demlitarization of
Kazakhstan. This assistance has played a role in hel ping
Kazakhstan to undertake and i nplenent its exenplary
denucl eari zati on comitnments. A nmjor success in this area
was the transfer of 600 kg of highly enriched uraniumfrom
Kazakhstan to safe storage in the United States in Novenber
1994.

During President Nazarbayev's visit to Washington in
February 1994, President Cinton pledged to provide
additional humanitarian and techni cal assistance, commercia
agricultural credit guarantees, assistance for the safe

di smant | enent of nucl ear weapons, and U.S. investnent
resources valued at about $311 nillion

Qur assistance programin Kazakhstan can be divided into
t hese general categories:

Activities to pronpte private enterprise growh and to
facilitate defense diversification

Activities to support the devel opnent of constitutional and
| egal frameworks that provide the basis for a denocratic
soci ety operating under the rule of |aw

Activities to reformhealth care finance and health service
del i very.

As of Decenber 31, 1994, the U S. Governnent had obligated a



cunul ative total of $147 million in technical assistance and
$34 mllion in food assistance, $81 million in hunmanitarian
assistance, and $5 nillion for the Cooperative Threat
Reduction program Over $184 nmillion of assistance had been
expended as of this date. In FY94 alone, the U S. budgeted
$127 million for assistance to Kazakhstan--including part of
the initial $30 million tranche for the Central Asian-
American Enterprise Fund. (See Appendix 1 for a conplete
description of obligations and expenditures.)

Major U.S. initiatives in Kazakhstan include support for
privatization, econom c restructuring, training and

exchanges, and the first stage of a regional programto
address health and environnental problens related to the
desiccation of the Aral Sea. Specific projects include:

Econoni ¢ advi sors who supported efforts to draft a new tax
code and the budget, and hel ped i ntroduce gover nnent
securities.

Support for the establishnent of the Kazakhstani Securities
Conmi ssi on, stock exchange, and ot her capital narket
devel opnent projects.

El ection assistance and training directed at the judicia
and | egi sl ative branches.

Trai ni ng and exchange prograns that focused on
parlianmentarians, other government officials and
entrepreneurs.

St udent exchange prograns.

The assi stance program however, has run into a few

probl ens. For exanple, the accel erated pace in

i mpl enentati on of privatization and other econom c
restructuring initiatives has been matched, if not outpaced,
by the spread of corruption and organi zed crine. According
to our Enmbassy, without a conplenentary |egal and regul atory
framework, privatization is likely to reinforce the worst
consequences of an uneven playing field. The Enbassy
suggests that we focus nore on hel ping the governnent nove
nore rapidly to establish conprehensive comrercial and civi
| aws as wel |l as openness and transparency in its activities.

Corruption and inplenentation difficulties are al so key
factors--in Kazakhstan and across the NI S--that must be
taken into account in our assistance program U S.

assi stance funds are provided through assistance

i npl enentors, grantees and NGOs--not through NS gover nnent
structures--so as to mnimze the potential for diversion
Nevert hel ess, endemi ¢ corruption can undernine efforts to
nove toward political transparency and effective nmarkets.
Assi stance cannot solve the corruption problem but we are
taking steps to help in the devel opnent of a clear

conpr ehensi bl e and equitabl e environnment, especially in
terns of defining what constitutes |egal economc activity.
Problens in inplementing prograns are conpounded by the

di stances and breakdown in transport and comruni cation |inks
within the region--for exanple, what once was a two-hour
flight between two Central Asian capitals has becone a 24



hour expedition involving several different nodes of
transport.

The United States plans to continue supporting Kazakhstan's
econom c and political reformprogramin FY1995. Despite
the sharp cuts in the FY1995 N S assi stance budget, as a
percentage of the overall budget, the U S. has budgeted
slightly nore for technical assistance prograns in
Kazakhstan in FY1995 than in FY1994. U.S. assistance is
targeted on support for the government's privatization and
econom ¢ restructuring prograns, as well as additiona
funding for the Aral Sea project. Newly privatized
enterprises in Kazakhstan will likely be prine recipients of
| oans and equity investnents fromthe Central Asian-Anerican
Ent erpri se Fund.

Kyrgyz Republic

The U.S. assistance programin the Kyrgyz Republic in 1994
has in general been effective. |In particular, the food aid,
transfers of medicine, and privatization efforts have either
addressed critical needs or spurred the Kyrgyz Governnment to
qui cken the pace of economic reform In 1994, the Kyrgyz
CGovernment had taken nmany of the steps necessary to nove
forward with a sound econom c reform program -evidenced by

t he support expressed by the international donor conmunity
at the June 1994 Wirld Bank Consultative G oup neeting. The
Kyrgyz Governnent's leading role in the regioninits
conmtment to denocracy and the rule of |aw, however, was
still open to sone question in 1994 and remai ns a cause for
concern. Recent political devel opnents--such as the
shutting down of two anti-governnent newspapers and a
presidential -engi neered parlianmentary boycott--nay lead to
reduced U.S. support for sone assistance projects, and the
consequences for our programand the policy it serves could
be significant if a cessation or significant curbing of
denocratic and econonic reform becones w despread.

Qur assistance programin the Kyrgyz Republic can be divided
into these general categories:

Activities to support the devel opnent of a conpetitive,
mar ket - ori ent ed econony.

Activities to support the transition to transparent and
account abl e governance and respect for hunman rights and
fundanmental freedons.

Activities to provide hunanitarian food assistance to
vul nerabl e segnents of the popul ation

As of Decenber 31, 1994, the U S. Governnent had obligated a
cunul ative total of $62 mllion in technical assistance,
$143 million in food assistance and $50 million in

humani tari an assistance. Over $202 nillion of assistance
had been expended as of this date. In FY1994 al one, the
U. S. budgeted $57 million for technical assistance to the
Kyrgyz Republic--including $7 mllion which was awarded on
the basis of performance. (See Appendix 1 for a conplete
description of obligations and expenditures.)



Major U.S. initiatives in the Kyrgyz Republic include
support for the governnent's privatization and economc
restructuring prograns, as well as projects in the energy
sector and projects in support of denocratic reform These
proj ects include:

A highly successful health partnership between the Kansas
State University Medical Center and the Kyrgyz Mnistry of
Heal t h.

A focused Farner-to-Farnmer program which has brought U. S.
experts with concrete agricultural experience to help Kyrgyz
farmers.

Techni cal assistance to create new energy sector |aws and
regul ations, help privatize utilities, and to inprove the
infrastructure of district heating and power transni ssion
syst ens.

Long-term advi sors to assist the Central Bank and the State
Commi ttee on Economi cs.

Peace Corps prograns to teach Engli sh.
Educati onal exchange prograns.

Despite successes, the U S. assistance programin the Kyrgyz
Republic has had its share of problens. The Enbassy
recomends that nore attention be given to the rule of |aw
and the training of the next generation, i.e., training at
the university level and not training at the working | eve
(existing training progranms appear to have had little inpact
on recipients in terns of how they do their jobs). The
Enbassy al so favors a better m x and a better regiona

di stribution of prograns that provide i nmediate visible
benefits to the population and | ong-termtechnica

assi stance prograns. The absence of a permanent USAI D
representative in Bishkek that can coordi nate the various

i ndependent prograns has been a problem but just such an

i ndi vidual is expected in January 1995.

The United States intends to continue supporting the Kyrgyz
Republic's economc and political reformefforts in FY1995--
provi ded the Kyrgyz Governnent continues its support for
econom ¢ and denocratic reform Despite the sharp cuts in
the FY1995 NI S assi stance budget, the U S. plans to spend
slightly nore--as a percentage of the overall budget--for
techni cal assistance prograns in the Kyrgyz Republic in
FY1995 than it did in FY1994. U S. assistance in FY1995 is
targeted on continued support for privatization and econonic
restructuring, as well as prograns in health sector reform
and training and exchanges. Moreover, newy privatized
enterprises in the Kyrgyz Republic will likely be prine

reci pients of loans and equity investnments fromthe Centra
Asi an- Arreri can Enterprise Fund.

Mol dova
The U. S. assistance programin Ml dova has proven critica

to the pace of that country's econom ¢ and denocratic
reform Supported by U S. assistance and di pl onacy, the



Mol dovan Gover nnent has taken many of the steps necessary to
nove forward with a sound reform program such as
establishing a foreign exchange market, unifying the
exchange rate, and liberalizing prices. Despite a series of
natural disasters, Ml dova has generally adhered to its
obligations under | M-/ IBRD prograns, and if additiona
support is required in 1995 to enable it to sustain its
reformcommtnents, it can expect a synpathetic hearing from
the international community, including the United States.

Qur assistance programin Ml dova can be divided into these
general categories:

Activities which assist in the privatization of state-owned
assets and develop the institutions necessary to support a
mar ket econony.

Activities to assist the Ml dovan Government to incorporate

the concept of rule of lawinto its institutional practices

and i nprove the understandi ng of denobcratic institutions and
practi ces.

Activities to provide necessary food, fuel, energy suppli es,
and essential vaccines and pharnmaceuti cal s.

As of Decenber 31, 1994, the U S. Governnent had obligated a
cumul ative total of $57 million in technical assistance, $91
mllion in food assistance and $55 nmillion in humanitarian
assistance. Over $155 nillion of assistance had been
expended as of this date. In FY1994 alone, the U S.
budgeted $34 mllion for assistance to Ml dova, including
$14 mllion which was awarded on the basis of performance.
(See Appendix 1 for a conplete description of obligations
and expenditures.)

The U. S. assistance programin Ml dova includes a variety of
di stinct projects, but support for privatization and the

est abl i shnent of a market economy remain the |argest
conponent of our assistance program Hi gh-ranki ng Mol dovan
of ficials have told our Enbassy that w thout the expertise
and infrastructure support provided by U S. contractors, the
Mol dovan privatizati on process woul d not have gotten off the
ground. Anmong the other forns of assistance are:

Long-term advi sors who provi de technical assistance to the
Mol dovan Gover nnent on taxation, governnent securities, and
budget i ssues.

Far mer -t o- Far ner exchange prograns and other agricultura
t echni cal assi stance.

Vot er education and el ecti on nonitoring projects.

Support for vaccine policy and a chil dhood i mruni zati on
support program

Trai ni ng and exchange prograns for professionals and
st udent s.

USDA food assi stance, which has helped to alleviate the
consequences of a severe drought.



Late in the year, Ml dova suffered a disastrous flood. The
U S. responded with nearly $450,000 in energency assistance,
and has worked with the European Union to insure that food
and other basic needs will be taken care of in the com ng
year.

The U. S. plans to continue supporting Ml dova's econom ¢ and
political reformprogramin FY1995. Despite significant
cuts in the overall NS assistance budget, FY1995 funding
for Moldova is projected to renain at 1994 |evels, an

i ndi cation of the strong support of the U S. for Mldova's
courageous reformefforts. 1In addition, we will be expected
to contribute to any additional support required to help

Mol dova sustain its prograns with the I M- and the |IBRD

U S. assistance will primarily go to support the
government's privatization program wth significant
resources also directed at pronoting exchanges and training,
econom ¢ restructuring and health care reform In addition
the United States plans to support private enterprise

devel opnent through the new y-created Wst N S Regi ona
Enterprise Fund. The United States al so plans to provide up
to $12 mllion in food comodities in 1995.

Russi a

The U.S. assistance programin Russia, the |argest and nost
diverse in the NIS, noved into full swi ng during 1994.

Techni cal assistance activities were |aunched or expanded in
all the mmjor project areas targeted at supporting
denocratic and narket reforns. |In some areas, such as nass
privatization, activities peaked and were brought to a
successful conclusion. Exchanges and training prograns al so
grew rapidly in 1994. In addition, prograns in direct
support of trade and investnent, including three new U.S.
Gover nment - supported enterprise funds which began operation
this year, experienced a major increase in activity.

Over the past year, the U S. assistance strategy for Russia
has evol ved in response to changi ng needs and conditions in
Russia as well as changes in the resources available for the
program During the early transitional phase, hunanitarian
aid | ooned large in our assistance program because of the
pressing need for food, nedicine and other essentia
commodities. As econom c activity reduced the need for
hurmani tari an assistance in Russia, the United States noved
qui ckly to expand technical assistance directed at hel ping
Russia create the |aws, regulations and institutions
necessary for a denobcracy and market econony to function
Now t hat el ements of a narket econonmy have begun to energe,
the United States has placed nore enphasis on hel ping Russia
spur private sector devel opnent by increasing direct support
for trade and investnment.

At their sunmit in Septenber 1994, President Cinton and
President Yeltsin reaffirmed the comon interests of the
United States and Russia in nmaintaining a cooperative

rel ationship. President dinton pledged that the U S

t hrough a broad program of partnership, would continue to
assist Russia in achieving its goals of fundanenta
denocratic and narket reforns. But the two Presidents al so



agreed that the United States and Russia should nove as
rapi dly as possi bl e beyond assi stance to a nornmal economnic
rel ati onshi p.

The Joint U. S.-Russian Conm ssion headed by Vice President
CGore and Prine M nister Chernonyrdin has provided an
addi ti onal channel for coordinating bilateral assistance and
advanci ng cooperative efforts on such nmatters as public

heal th, energy, the environnent, space, trade and

i nvestnment. The regular neetings of the Comm ssion have
provided a forumto focus high-level attention on specific

i ssues of interest and spur practical cooperation to resolve
them For exanple, our comon undertaking with Russia and
Western partners to build an international space station is
a direct result of the Gore-Chernonyrdin process. One
direct result is a $400 mllion contract between NASA and

t he Russi an Space Agency for goods and services related to

t he space station project.

A detailed Iist of U S. assistance projects is provided in
foll owi ng sections of the Annual Report. Assistance
prograns in Russia fall generally into three broad
categories: programs to pronote narket reformthrough
expansi on of private sector activity; progranms to support
and pronote the devel opnent of denobcratic institutions and
political processes; and prograns to enhance the capacity to
delivers social services in ways that are fiscally

sustai nabl e and conpatible with a market econonmy, with
particular attention to vulnerable groups. In addition to
our efforts directed at economic and political reform we

al so support efforts to facilitate and accelerate the
destruction and di smantl enent of weapons of mass destruction
and to address issues of non-proliferation. Severa

achi evenents in 1994 are particularly noteworthy:

Wth the assistance of U S. advisors and technical support,
the Russian State Property Commttee conpleted a nass
privatization programthat privatized 71,000 small state
enterprises and over 16,000 nedium and | arge state
enterprises, enconpassing 70 percent of Russian industry and
40 percent of the work force. Over 40 mllion Russians
recei ved shares in the privatized enterprises, giving thema
direct stake in the success of Russia's energing narket
econony.

U S. supported pilot projects on housing reformstinmulated a
wave of privatization of housing units. Over 30 percent of
Russi an househol ds now occupy hones they own thensel ves.

Approxi mately 10,000 Russi an hi gh school and university
students, teachers, entrepreneurs, business nmanagers, public
adm nistrators, |lawers, journalists and other provisions
participated in training and exchanges prograns United
States, gaining new skills, insights into a denocratic,

mar ket -ori ented society, and opportunities for networking
with counterparts both in the United States and Russi a.

The rapi d expansi on of contacts between Russian and U.S. non-
governmental organi zations involving private farners, smal
busi ness entrepreneurs, independent nedia, new denocratic
political parties and charitable groups.



An upswing in activity under U S.-supported trade and

i nvest nent progranms, including the first investnent

conm trents of the Russian-Anerican Enterprise Fund and Fund
for Large Enterprises in Russia, the opening of new Comrerce
Depart nent Anmerican Business Centers in seven Russian
cities, the approval by OPIC of investnent projects totaling
al nrost $700 million, and U S. Export-Inport Bank | oan
commitments amounting to $1.6 billion

The expansi on of destruction and di smantl| enment projects
under the Department of Defense Cooperative Threat Reduction
program such as providing specialized equi pnent for
strategic offensive arns elinmnation and to assist in the

di smant | enent and destructi on of |1 CBMs and heavy bonbers.

During 1994, Russia noved significantly toward the
establ i shnent of a functioning market econony and

strengt hened denocratic institutions. Up until the invasion
of Chechnya, Russia had experienced a period of relative
political stability and the first nmeasurabl e economc

i mprovenents since the collapse of the Soviet Union in 1991
Wth the nmass privatization program conpl eted, thousands of
Russi an enterprises began the difficult but essentia

process of restructuring to produce narketabl e goods
efficiently. While nacroeconom ¢ conditions remain
unstabl e, the governnent is clearly paying nore attention to
devel opi ng appropriate nonetary and fiscal policies, and

di scussions with the M- on a maj or new adj ustnent program
are now underway. In the political arena, there was an

evi dent strengtheni ng of denobcratic processes. Mny
grassroots citizen organi zati ons energed and becane voca
advocat es of diverse causes, including hunan rights and
environnental protection. Russians in many regi ons now
receive their news from i ndependent newspapers, television
and radio stations. New political parties, |abor unions and
advocacy groups are al so being heard all across the
political spectrum

Russia's new political and economi c institutions nonethel ess
remain fragile. And while many U. S. assistance activities
have had a direct, positive inpact on denocratic and narket
reforns, it is still too early to ascertain whether the
changes supported by our prograns will endure over the |ong
term

As of Decenber 31, 1994, the U S. Governnent had obligated a
cunul ative total of $1.4 billion in technical assistance,
$1.2 billion in food assistance, $475 mllion in

humani tari an assi stance, and $291 million for the
Cooperative Threat Reduction program Over $2.27 billion of
assi stance had been expended as of this date. |In FY1994
alone, the U S. budgeted $1.6 billion for technica
assistance to Russia. (See Appendix 1 for a conplete
description of obligations and expenditures.)

The U.S. assistance and econom ¢ cooperation strategy for
Russia is part of a broader strategy that enconpasses all of
t he New | ndependent States. Russia figured prominently in
the early phase of U S. assistance to the regi on because the
need was greatest there and because Russia was in the



forefront of political and economic reform Wth reform
taking hold in Russia and U. S. assistance beginning to
achieve its objectives, we are nowin a position to start
phasi ng down activities there and shifting even nore
resources to prograns in other NIS. By 1998 all new

assi stance obligations to Russia are expected to cease.

A nunber of recurring issues continue to cause probl ens both
for the U S. assistance programand for U. S. businesses
interested in projects in Russia. Anbng the nost basic are
logistics--finding office and |iving space at an acceptabl e
price, obtaining phone lines, recruiting staff, and finding
accurate information about how to do business. To a |large
extent, lack of information and poor coordi nati on anbng
Russi an Governnent entities perpetuates the arbitrariness of
the Soviet era. Both Russian and Anerican busi ness people
have difficulty | earning Russian governnent regul ations
which pertain to their activity. Wile assistance prograns
are by | aw exenpt fromcustons duty and certain taxes, poor
coordination within the Russian Governnent results in
continuous problens in this area requiring the intervention
not only of the Embassy but also all other donor nations.
The probl em of weak coordination is exacerbated by
anbiguities and rivalries within the Russian Governnent,
where clear lines of authority have not yet been drawn and
where organi zations and, at tines, personalities jockey for
position. The growing crimnal problemhas not yet caused
serious problens for assistance officials or contractors,
but its effect on the overall business climate is definitely
negati ve.

The United States intends to continue supporting denocratic
and market refornms in Russia in FY1995 provided that there
is a commtnment anmobng Russian governnental, non-governnenta
and private entities to make further progress. Depending on
the outcone of a review now underway evaluating U.S. trade
and investment prograns, the com ng year could bring a
greater enphasis to assistance in this area. However,
techni cal assistance prograns and trai ning and exchanges
will continue to conprise the bulk of the U S. aid budget.
Asi de from possi bl e energency needs, there are no plans for
br oad- based hunmanitari an assi stance in Russia during FY1995.

Assi stance fromthe United States and other donors is
playing an inportant role in hel ping Russia grapple with key
reformissues. In the end, however, the success of
denocratic and narket reforms in Russia will depend
primarily on what Russians thensel ves do. Effective
government policy, growh of a dynami c private sector and
active support of the Russian people will be key ingredients
of success. I n devel opi ng an assi stance strategy,

t herefore, we have sought to focus |limted U S. resources on
key areas that can contribute directly to systenic change
and support reformefforts already underway w thin various

| evel s of government (both central and local), the business
conmuni ty and non-governnental organizations.

Taj i ki stan

The relatively nodest U.S. assistance programin Tajikistan
in 1994 was effective in addressi ng key humani tarian needs.



At the sanme time, steps were initiated to begin training and
techni cal assistance prograns in Tajikistan w thout shifting
away fromthe all too evident humanitarian requiremnent.

Qur assistance programin Tajikistan can be divided into
t hese general categories:

Activities to provide energency food and relief supplies.

Activities to support the transition to transparent and
account abl e governance and respect for hunman rights and
fundanmental freedons.

Activities to strengthen Tajikistan's capacity to help
sustain the needi est sectors of the population during the
transition period.

As of Decenber 31, 1994, the U S. Governnent had obligated a
cumul ative total of $32 million in technical assistance, $77
mllion in food assistance and $22 nmillion in humanitarian
assistance. Over $103 nillion of assistance had been
expended as of this date. In FY1994, the U S. planned to
spend approximately $18 nmillion for assistance to Taji ki stan-
-excluding agricultural commodity programs. (See Appendix 1
for a conplete description of obligations and expenditures.)

The vast nmjority of assistance resources were earmarked for
humani tari an assi stance projects--npst of which were
channel ed through UN programs. Qher assistance efforts

i ncl uded:

Trai ni ng and exchange prograns for government officials and
ot her professionals as well as student exchanges

USDA- f unded food assi stance.

The establishnent of a USIA Anerican Center in Dushanbe
whi ch houses an educati onal and comrercial |ibrary, academc
advi sors, and a neeting center.

A few problens with various aspects of the program have been
noted. For exanple, the Enbassy reports that the selection
process for training participants initially gave too much
authority to the Tajik Governnent and a | ack of follow up
assi stance severely limted the benefits gained fromthe
trai ning and exchange program In particular, the Enbassy
cites the lack of any in-country conponent as a serious
drawback. (USAID began a foll owon programin Novenber 1994
to determ ne the degree of effectiveness of the program and
to help the participants apply their training once they have
returned to Tajikistan--the results of this effort are not
yet avail able.) The Enmbassy al so reports that the Farner-
t o- Farner program has done a great job of exposing Tajiks to
new i deas and nethods, but because of Tajikistan's interna
probl ens, there are few opportunities for themto expand the
| essons of this experience beyond the initial recipients.

The United States intends to continue to provide

humani tari an assistance to Tajikistan as the effects of the
civil war and political instability continue to burden |arge
segnents of the Tajik popul ation. Because the Tajik



CGovernment and opposition forces have inplenented a recently
negoti ated cease-fire and taken sone additional steps toward
ending the conflict, we will expand our assistance program
to include nodest economic and political reform projects.
USDA plans to provide an additional $7 million in Food for
Progress grant food assi stance.

Tur kmeni st an

Wth some noteworthy exceptions, the low |levels of U S.

assi stance provided to date to Turkneni stan have had little
tangi bl e effect on either economic or political reform The
Tur kmeni st ani Governnment has pl aced primary enphasis on
stability and security with tight controls on both econonmc
and political activity. Qur assistance programis
intentionally small, and will remain so unless the

Tur kmeni st ani Gover nment deci des to enbark on a serious
reformprogram but we want to try to keep the door open to
change and influence fromthe outside world.

Qur assistance efforts can be divided into two genera
cat egori es:

Activities to foster the devel opnent of a conpetitive,
mar ket - ori ented econony in which the magjority of resources
are privately owned and nanaged.

Activities to support the transition to transparent and
account abl e governance and respect for hunman rights and
fundanmental freedons.

As of Decenber 31, 1994, the U S. Governnent had obligated a
cumul ative total of $27 million in technical assistance, $75
mllion in food assistance and $19 nillion in humanitarian
assistance. Over $115 nillion of assistance had been
expended as of this date. In FY1994, the U S. budgeted
approximately $8 mllion for technical assistance to

Tur knmeni st an- - excl udi ng agricul tural comvbdity prograns.
(See Appendix 1 for a conplete description of obligations
and expenditures.)

G ven the difficult econonmic and political clinmate, our
assi stance program has focused on a small nunber of specific
proj ects, including:

A regional effort to address health and environnenta
problens related to the desiccation of the Aral Sea, the
single | argest assistance project in Turknenistan

A training and exchange programthat has provi ded val uabl e
training and famliarization opportunities focusing on
econom ¢ and bank restructuring and heal th issues.

A joint U S -Japan chil dhood i mruni zati on support program

Est abl i shment of a nedical partnership between the C evel and
Clinic and a local nedical facility.

The United States, Israel and Turkey signed a Menorandum of
Understanding in October to cooperate on assistance to the
Tur knmeni stan and Uzbeki stan rural and agricultural sectors



(see simlar section on Uzbekistan bel ow).

According to our Enbassy, the |least effective U S.

assi stance prograns in Turkmeni stan are those which fail to
followup on their initial overtures. Local officials have
reportedly conplained that many visitors, primarily
commercial, visit and prom se el aborate projects, but are
never heard from again

The United States plans to continue encouragi ng econom ¢ and
political reformin Turknmenistan in FY1995. U. S. assistance
in FY1995 is targeted on continued support for the Aral Sea
regional initiative and continued funding for a training and
exchange program Shoul d the Turkneni stani Gover nnment
undertake a serious privatization program newy privatized
Turkmen enterprises will be eligible for | ocans and equity

i nvestnments fromthe Central Asian-Anerican Enterprise Fund.

Ukr ai ne

The progress of the U S. assistance programin Ukraine
reflects quite closely the progress of the Ukrainian
CGovernment over the past year in econom ¢ and denocratic
reform At the start of the year, there was neither the
political will nor government conmitnent to put in force a
system ¢ and conprehensi ve econom ¢ reform program But by
the fall of 1994, the Ukrainian Governnent had enbarked on
t he path of conprehensive economc reformin conjunction
with an | M= Systenic Transfornation Facility draw ng and
negotiations for a full Stand-by Agreement. |In response,
USAI D provided a $72 m|lion energy sector grant--which
supports both nacro-econom c stabilization and specific
energy sector reforms--as part of an international effort to
support the IMF's Systemc Transfornation Facility program
During the past six nonths, the individual pieces of our
assi stance program have begun to coal esce. Qur assistance
program has shifted in enphasis from humanitarian to
technical aid and will nove toward support for trade and

i nvestment as rapidly as possible.

Qur assistance programin Ukraine can be divided into these
general categories:

Activities to expand privatization and private sector
devel opnent at |ocal and national |evels.

Activities that support nacroeconom ¢ stabilization and
econom ¢ restructuring, and activities ained at creating the
| egal framework needed for a functioning market econony.

Activities to support fair and free elections and voter
educati on.

Activities to help create the conditions for a | aw governed
soci ety by strengthening elenents of the | egal franework.

As of Decenber 31, 1994, the U S. Governnment had obligated a
cunul ative total of $325 million in technical assistance,
$93 million in food assistance, $106 nmillion in humanitarian
assi stance and $129 mllion for the Cooperative Threat
Reduction program. Over $392 million of assistance had



been expended as of this date. |In FY1994, the United States
budget ed approxi mately $211 nmillion for technical assistance
to Ukrai ne--excluding agricultural commodity prograns and
the energy sector grant--all of which was obligated before
the end of the year. (See Appendix 1 for a conplete
description of obligations and expenditures.)

The U. S. assistance programin Ukraine includes a variety of
di fferent projects, including weapons di snantl enent and
destructi on assistance under the Cooperative Threat
Reduction program-the initial focus in 1994 was on
denocratic institution-building and training and exchange
prograns, but since the government conmitted itself to

conpr ehensi ve econom c reforns, we have realigned our
priorities. Anpbng the projects are:

Support for privatization through training, technica
advi sors, |logistical support, the purchase of privatization
vouchers, and | egal advisors.

Projects to support the banking industry and regul ati on.
A power sector restructuring project.

Ext ensi ve support for the Central Electoral Comm ssion prior
to and during the presidential and parlianmentary el ections.

The establishment of a USIA Anerica House in Kiev as well as
educational and professional exchange prograns.

Peace Corps activities focused on snmall busi ness devel oprent
and English | anguage instruction

Depart nent of Defense Cooperative Threat Reduction
assi stance focused on di smantl enent and elim nation of SS-19
and SS-24 nissiles.

In 1995, the United States will provide new bil ateral
techni cal assistance to support econom ¢ restructuring,
privatization, private sector devel opnent, energy sector
reform exchanges and training, denocratic institution-
building and the rule of law. The United States also will
provide an estimated $75 mllion in security assistance
under the Cooperative Threat Reduction program

Furthernore, the U S. Governnent will be expected to provide
addi ti onal support once Ukraine cones to agreenent with the
| M- on a Stand-by Agreenment. We will look in the first

instance to export credit financing as a neans of providing
such support.

The United States has al so pronised assistance to Ukraine in
the context of the G7 Action Plan for the early closure of
Chernobyl and the reformand revitalization of Ukraine's
energy sector. The United States pledged $38 million over
two years in such assistance at the G 7 neetings in Naples.

Uzbeki st an
The U.S. assistance programin Uzbekistan in 1994 had a

m xed record. On sone fronts, such as econom c reform
t here has been sone neasure of success. But on the



denocratic reformside, the record has been spotty. The
Uzbeki st ani Governnent has finally begun planning for
serious econom c reform-and has just reached agreenent with
the IMF on a Systemic Transfornation Facility--but for nost
of 1994, a gradualist approach hindered U S. assistance
efforts.

Qur assistance programin Uzbekistan can be divided into
t hese general categories:

Activities to foster the devel opnent of a conpetitive,
mar ket - ori ented econony in which the magjority of resources
are privately owned and nanaged.

Activities to support the transition to transparent and
account abl e governance and respect for hunman rights and
fundanmental freedons.

Activities to assist the Uzbeki stani Governnent incorporate

the concept of rule of lawinto its institutional practices

and i nprove the understandi ng of denobcratic institutions and
practi ces.

As of Decenber 31, 1994, the U S. Governnent had obligated a
cumul ative total of $38 mllion in technical assistance, $5
mllion in food assistance and $23 nmillion in humanitarian
assistance. Over $43 nmillion of assistance had been
expended as of this date. In FY1994, the U S. planned to
spend approximately $22 mllion for technical assistance to
Uzbeki st an- - excl udi ng agricultural commodity progranms. (See
Appendi x 1 for a conplete description of obligations and
expendi tures.)

Maj or U.S. assistance efforts include the first stage of a
regi onal programto address health and environnenta
problens related to the desiccation of the Aral Sea,
significant funding to support privatization and economc
restructuring, and a training and exchange program The
Enbassy has made particul ar nention of the usefull ness of
the USI A and USAID exchange programs. Specific projects

i ncl ude:

Support for small-scale privatization and auction prograns.

Providing a | ong-term econonic advisor to the Mnistry of
Fi nance on reform and managenent issues.

Trai ni ng and exchange prograns for governnment and private
sector officials as well as a student exchange program

Peace Corps English-1anguage training prograns.

The United States, Israel and Turkey signed a Menorandum of
Understanding in October to cooperate on assistance to the
Tur kmeni stan and Uzbeki stan rural and agricultural sectors.
The three sides agreed to provide nmutual support to prograns
establishing private denonstration farns, rural agribusiness
centers, and training and exchanges. U S. support for the
initiative will cone from existing technical assistance and
exchange prograns.



A nunber of problens have plagued U.S. assistance efforts in
Uzbeki stan. For exanple, the privatization process which
showed signs of early success later fell off track. The
Enbassy cites personality problens as well as the
Uzbeki st ani Governnent's own uncertainty about how to
proceed with privatization. The Aral Sea program has
received criticismfor concentrating too nuch on sem nars
and studies and too little on action to address the

probl ens. The Enbassy al so faults the Uzbeki stan
Government for unnecessary delays in the selection process
for exchange prograns.

The United States intends to continue to encourage econom c
and political reformin Uzbekistan in FY1995. U S
assistance in FY1995 is targeted on conti nued support for
the Aral Sea initiative, training and exchange prograns, a
heal th sector reform program and econonic and | ega
restructuring prograns. Should the Uzbeki stani Gover nnent
proceed with a serious privatization program newy
privatized enterprises will be eligible for |oans and equity
i nvestnments fromthe Central Asian-Anerican Enterprise Fund.

[11. DESCRI PTI ON OF FREEDOM SUPPORT ACT- FUNDED ASSI STANCE
PRQIECTS | N THE NEW | NDEPENDENT STATES, 1994

U.S. AGENCY FOR | NTERNATI ONAL DEVELOPMENT

As the U S. Agency for International Devel opnent (USAI D)
enters a third year of assistance to the NI'S, our assistance
activities have taken shape around three U. S. objectives of
fostering the energence of a market econony, supporting
denocratic transition, and strengthening the capacity to
manage the hunman di nension of the transition. USAID
assistance is provided through thirteen sectoral projects,
twel ve descri bed bel ow and one, Enterprise Funds, described
in the Trade and Investnent Initiatives section. A
description of these projects, including sone of the key
results of USAID efforts, foll ows.

SPECI AL AND EMERGENCY HUMANI TARI AN | NI TI ATI VES

USAI D has obligated a total of $248 million, including $135
mllion in FY1994, and expended a total of $197 million for
its Special Initiatives program prinmarily to provide
energency and humanitari an assi stance to the New | ndependent
States (NI'S) of the former Soviet Union. For the republics
facing an extended crisis, the goal in 1995 will be to
devel op and fund activities that bridge the gap between
enmergency aid and devel opnental assi stance.

Enmer gency Medi cal Assi stance

Through a Presidential Medical Initiative, USAID funded
Proj ect HOPE to send donated medi ci nes and medi cal supplies
worth nmore than $176 nmillion (retail) to 377 NIS health
facilities in 12 republics and 110 citi es.

In response to critical nedical needs identified in each of
the 12 republics of the forner Soviet Union, USAID has
procured over $7.6 million (whol esal e) energency mnedicines
and rel ated supplies.



USAID, in collaboration with the Governnent of Japan

provi ded vacci nes, vaccine transport and storage equi pnent,
and technical assistance to Mdl dova, Kyrgyz Republic,
Georgi a and Turkneni stan to help neet the primary vaccine
needs for 1993/ 94.

Save the Children is carrying out energency health
activities in Armenia, Azerbaijan, Georgia and Relief
International is undertaking a simlar programin

Taj i ki st an.

In response to the energency health crisis in Ukraine, USAID
is funding a $15 mllion programfor the inmedi ate
procurenent of vaccine to conbat a diphtheria epidemc; the
procurenent of insulin for juveniles; and the devel opnent of
a heal th education programto reduce the incidence of
hepatitis B anong heal th workers. The use of this U S.
suppl i ed vacci ne has al ready shown a sl owi ng down of the

epi dem ¢

Enmer gency Response/ Food Supply

USAID is providing mlk for infants and m |k and other foods
for pre-natal and post-partum nothers in Arnenia,

Azerbaijan, CGeorgia and Tajikistan. A U S. private

vol unteer organi zation (PVO and the Wrld Food Program
(WFP) are handling distribution.

USAI D responded to the national energency in Arnenia through
a $15 million winter fuel program providing both kerosene
heat ers and kerosene fuel, which reached over 203, 000

fam lies and 400 schools on a regular basis last winter.

For this winter, a $6 mllion kerosene fuel programis in
progress again to cover the nost vul nerabl e popul ation
groups.

Al so for Arnenia, 100,000 netric tons of bulk grain was
delivered fromthe U S. Strategic Weat Reserve under P.L.
480 Title Il energency food assistance.

Over $9 mllion has been targeted to assist in the feeding
of wvul nerable groups and in providing spring and w nter
wheat seeds to Arnenian farnmers. New progranms are under
consideration in 1995 to expand the capability of donestic
food producti on.

In Azerbaijan, USAID has provided $2 mllion to the U N

Hi gh Comm ssioner for Refugees (UNHCR) and the Internationa
Conmittee of the Red Cross (I CRC) for assistance to

di spl aced persons, refugees and conflict victins. U S. PVGs
serve as "inplenenting partners" for a significant portion
of this assistance. Approximately $9 million has al so been
provi ded through Save the Children to U S. PVOs operating in
Azer bai j an.

Since late 1992, USAID has responded to energency needs in
Georgia with: $19.3 million in food for women and
children; $3.5 million in energency medical assistance, and
a $2.8 nillion regional logistics unit (CLAU) through WFP to
i mprove | ogistical support and donor coordination. Efforts



I ed by the Coordinator's Office in 1994 have been successfu
in coordinating hunanitarian conmodities deliveries with the
Eur opean Uni on to prevent the overloading of the weakened
Caucasus | ogistics network. The U S. funding of the CLAU is
now | everagi ng additional funding fromboth the EU and
bilateral sources. The mid-termgoal of this effort is the
repair and strengthening of the Georgian port and rai
infrastructure

In addition, 100,000 netric tons of bulk grain fromthe U. S
Strategi c Wieat Reserve and $2 million in winter fuel have
recently been provided for CGeorgia.

In response to the humanitarian needs created by civi
strife in Tajikistan, USAID is providing approxi mately $13
mllion in enmergency and humanitarian assi stance. Mst of
this assistance is being channeled through U S. PVOs and
"inpl ementing partners” with international organizations
such as UNHCR, being engaged in their areas of expertise.
On a nore direct basis there is a $6 mllion grant to CARE
USA under a Vul nerabl e G oups Feedi ng Program

Capaci ty Buil di ng/ Emer gency Managenent Trai ni ng

USAID is training NI S governnent institutions and personne
i n nodern energency response techniques and t he devel opnent
of conmplinentary information systens. Tajikistan, Arnenia
and Georgia are the initial targeted countries.

Early Warning Systens

USAI D and the Centers for Disease Control and Prevention
(CDC) conducted a househol d survey last winter to project
the | evel of preparedness of Arnenian famlies for the
approaching winter. 1|In 1995, the activities of CDC are
bei ng expanded to provide early-warning public health
surveillance systens in both the republics of Georgia and
Ar meni a.

Special Initiatives

USAID wi Il provide additional funds for the U S. -Israe
Joi nt Cooperation Programto provide training, technica
assi stance and cooperative scientific research in the
Central Asian Republics.

ENERGY EFFI Cl ENCY AND MARKET REFORM

The U.S. Agency for International Devel opnment has obligated
a total of $247 mllion, including $82 million in FY1994,
and expended a total of $154 million to assist NI'S countries
in the transition of their energy sectors to nmarket systens
and to inprove the safety of their civilian nuclear power

pl ants. A reliable energy supply at affordable prices is
vital to the success of NI'S reform prograns because of
energy's critical role in industry, comrerce and the
househol d.

Energy Policy Reformand Strategy Devel opnent

USAID is working jointly with the Russians to devel op



alternative strategies for future investment in Russia's
power sector, including upgrading or phasing out the |east
saf e nucl ear power plants.

In cooperation with DOE and TDA, USAID is hel pi ng devel op
strategi es for power and heat supplies to replace Russia's
pl ut oni um production reactors.

Assi stance has been provided to Russia, Ukraine and Arnenia
in the drafting and nodification of oil sector and energy
laws. In Russia, tax policy, nodel |easing agreenents and
tender docunents have al so been devel oped to attract foreign
investment in the oil sector

Energy Sector Restructuring

In Russia, USAID assistance in power sector restructuring
and privatization has focused on planning, drafting a narket-
based | egal and regulatory framework, electricity pricing,
access to financial narkets, and pronotion of domestic and

i nternational investnent.

USAID i s cooperating with the World Bank in Ukraine to
support the conpetitive restructuring of the power sector
USAI D assistance to the Mnistry of Energy contributed to
the G7 Action Plan for early closure of Chernobyl.

Regul atory procedures, tariff methodol ogies, |egal and
contractual docunments and devel opnent of commercia
generation and distribution conpani es are areas where USAID
is assisting.

I n Novenber, USAID provided a $72 million grant to Ukraine
as part of a nmulti-donor effort to help the Ukrainian
government achi eve | M- bal ance of paynents targets for the
end of CY 1994. This bal ance of paynents support, which was
conditioned on energy price reformand power sector
restructuring, will allow Ukrai ne access to | oans and
financial assistance fromthe | M- and other donors.

In the Kyrgyz Republic and Arnenia, USAID efforts target
energy sector policy, l|legislation on sector reorganization
est abl i shnent of regulatory bodies, and electricity tariffs.

USAI D has supported the establishnment of partnerships
between the private U S. utility industry and Russian and
Ukr ai ni an power sector organizations. Partnerships pronote
exchange of nanagerial, technical and financial know edge of
utility operation in a narket economy. A partnership is

al so pl anned for Ml dova.

In cooperation with the Wrld Bank, assistance is being
provided in Russia to inprove oil and gas sector regul ations
to assure non-di scrimnatory access to oil export pipelines.
USAID i s hel pi ng SIDANCO, one of Russia's mmjor vertically
integrated oil companies, place its operations on a sound
commercial basis. USAID assistance to the Mnistry of Fue
and Energy focuses on divestiture of state shares in oi
sector enterprises and the devel opment of an oil products
retail and whol esal e market.

The U.S. Geol ogi cal Survey (USGS) has hel ped establish



nodern petrol eum geol ogy and geophysi cal data processing
centers and geochemcal labs in Russia. 1In WUkraine, USGS is
assisting in the establishnment of inproved seismc data
interpretation facilities for Wstern oil conpanies.

Coal sector restructuring and mne safety is the focus of
assistance fromU. S. | abor-industry partnerships in Russia,
Kazakhstan and Ukrai ne at Vorkuta, Kenerovo, Karaganda and
Donetsk. In the Kyrgyz Republic and Arnenia, two countries
with limted indigenous fossil resources and highly
dependent on inports, assistance is being provided to

eval uate the feasibility of enhanced coal exploration and
producti on.

Energy Efficiency |Inprovenent

USAI D hel ped inprove the efficiency of district heating
systens in seven cities in Arnmenia, Belarus, Kazakhstan, the
Kyrgyz Republic, Russia and Wkraine, resulting in a 30
percent inprovenent in efficiency and decreased carbon

di oxi de, sul fur and other em ssions. Non-governnenta

energy efficiency centers have been supported by USAID in
Moscow and Kiev, in cooperation with DOE

An investnent plan for the replacenent of inefficient

el ectrical motors and other electrical equi pment throughout
Russi an i ndustry was conpl eted, and nine |arge industries
were audited. Potential investrment in the Russian

el ectrical transm ssion system which will lead to
significant electricity savings, and U S. trade
opportuniti es have been identified.

Weat heri zation of hospitals, schools and other critica
buildings is on-going in Yerevan, Arnenia. A plan to

weat herize and nmeter apartnent bl ocks and rehabilitate the
di strict heating systemof Bila Tsirka, Ukraine was
conpleted and is expected to lead to a Wrld Bank d oba
Envi ronnental Fund grant.

Nucl ear Power Pl ant Safety and Regul ation

In support of the nmultilateral Nuclear Safety Account (NSA),
USAI D has provided $14 million for assistance to Russia and
Ukraine to inprove civilian nuclear power safety through the
EBRD. Additional efforts funded by the FREEDOM Support Act
are inplenented by the Departnent of Energy and the Nucl ear
Regul at ory Conmi ssi on

Commodi ti es and Mobilization of Financing

In addition to commodities being provided under sone of the
activities described above, USAID assistance has included
commodi ti es and equi pnment in a nunber of very carefully

sel ected situations, primarily in Arnmenia, Georgia and
Ukr ai ne.

In Ukraine, USAID has funded the procurement of critically
needed resins for a conbi ned heat and power plant in Kiev
for installation before this winter.

In Arnmenia, equipnment for four mni-hydro installations has



been funded. Commodities to benefit the Mnistry of Energy,
state energy institutions, and the Yerevan City Council

i ncluding spare parts and naterials to rehabilitate and

mai ntai n power plants, district heating plants and gas
transm ssion conpanies are also being procured. Drilling
consumabl es are al so being supplied to operate a recently
acquired oil drilling rig.

In sel ect cases, USAID has assisted in the preparation of

| oans to mobilize funds fromthe multi-lateral donors.
These include gas distribution efficiency in Russia (Wrld
Bank); Hrazdan power generation facility in Arnenia (EBRD
and Wrld Bank); thernmal and hydro power in Georgia (EBRD);
natural gas delivery in Russia (Wrld Bank).

ENVI RONMENTAL POLI CY AND TECHNCLOGY

The U.S. Agency for International Devel opnment has obligated
a total of $79 million, including $68 nmillion in FY1994, and
expended a total of $19 mllion for a programto ensure that
environnental quality goes hand-in-hand with econonic and
denocratic reforns in the New I ndependent States. The
initiative is inplenmented by USAID, the Environnenta
Protecti on Agency (EPA), the U S. private sector, and U S.
non- governnental organi zations in cooperation with their NI'S
counterparts in the public and private sectors.

Policy and Institution-Building

USAID i s strengtheni ng governnment and NGO institutiona
capacities--at national, oblast, kray and other |ocal I|evels-
-to pronote environmental and natural resource nmanagenent
policies linked to sustai nabl e econom ¢ devel opnent. USAID
is also providing financial and technical support to inprove
the ability of government and the private sector to pursue
environnental Iy sound restructuring of key sectors and
enterprises (industry, forestry, agriculture).

The Russian Far East Sustainable Natural Resources
Managenent Program which is focused around sustainabl e
forestry and biodiversity issues in Khabarovsk and
Prinmorskiy Territories (kray), includes an inportant
conponent on policy and institution-building. Policy reform
is a pre-requisite to supporting Russian efforts to devel op
a sustainabl e forest nmanagenent system This conponent will
be led by the Harvard Institute for Internationa

Devel opnent (HIID). An HID forest policy advisor is

al ready working to devel op forest econonics training within
t he kray governnents and federal forestry service. HID
will also strengthen the policies and incentives for

ef fecti ve managenent of forests including an exam nation of
current |laws and policies and their shortcom ngs, nanely the
| ack of enforcenent. The programw |l increase the tota
econom ¢ val ue of extracted tinber and other forest products
whi | e reduci ng negative ecol ogical inmpacts to a forest
ecosystemto achieve a "win-win" situation. Third, the

project will help determ ne the npbst cost-effective
i ncentives and nethods for forest regeneration. Finally,
the project will help devel op a nethodol ogy to val ue narket

and non-nmar ket costs and benefits of a successful nultiple-
use forest managenment system focused on conserving



bi odi versity.

In addition to the above activities, in Russia and the
Central Asian Republics HID wi |l support the preparation of
projects suitable for funding frominternational sources
such as the @ obal Environmental Fund (CEF).

In Russia, HHIDw Il assist in making an initial evaluation
of proposed prograns to be funded under the Small Gants,
Smal | Enterprise and Conservation Trust funds, based on
their likely inpact on |ocal communities and | ocal habitats.

USAI D i s undertaki ng a nunmber of environnental denonstration
proj ects.

In the Western NIS, USAID will help reduce contam nation of
the Dniepro River Basin -- the water supply for 30 million
Ukr ai ni ans. Assi stance has been provided to upgrade water
supplies in Georgia.

In Russia, a number of denobnstration projects are underway
which will showcase the econonmi ¢ and environnental benefits
produced by sound environnmental planning and nmanagenent.
This includes air and water quality/pollution contro
planning in the industrial cities of Vol gograd, Novokuznet sk
and Ni zhii-Tagil and a watershed nanagenment project outside
Moscow.

Publ i c Awar eness and Environnental Accountability

USAI D i s supporting partnerships between U S. non-
governmental environnental organizations and their
counterparts in the NIS to strengthen NI'S managenent
capabilities and enhance public participation in

envi ronnent al managenent. Support is al so being provided
for public education prograns to inprove public awareness of
environnental problens and efforts to solve them

The Institute for Soviet-American Relations (ISAR), a U.S.
non- governnental organi zation participating in the project,
has begun a small grants programto strengthen NI S NGOs and
build links between U . S. and NI'S environnental NGOs. Thus
far, approximately 200 grants have been awarded to NI S NGOs
and joint US-Russian NGO partnerships. Sone grants were
used for media prograns designed to rai se awareness of |oca
environnental concerns, others will support devel opnent of
better managenent practices for environnental NGOs.

Aral Sea Initiative

In Cctober, 1993, Secretary of State Christopher announced
that the U S. would provide $15 nmillion in assistance to the
Central Asian Republics to help in efforts to halt further
degradation in the Aral Sea Basin. USG assistance prograns
i n Kazakhstan, Uzbeki stan and Turkmeni stan are desi gned to:
1) provide potable water and public health protection to
conmuni ties nost affected by waterborne di seases and
increasing infant norality; and 2) provide technica

assi stance and training to support regional cooperation in
wat er managenent. A nunber of rapidly inplenentable potable
wat er projects and regi onal water nanagenent activities were



devel oped to fulfill this conmtment and are in various
stages of inplenentation.

In Kazakhstan, the prelininary design has been conpleted for
a project that will utilize local |abor and USG supplied
materials to upgrade and rehabilitate an exi sting water

di stribution system The initial public health assessnent
has been conpl eted and | aboratory equi pnent will be shipped
by early 1995.

The Tur kmeni stan project includes the construction of a
reverse osnosis water treatnent plant. The construction of
the building to house the facility is well under way and al
of the nmjor process equi pmrent has been shipped. The
environnental health conponents of this project include the
devel opnent and application of health education materials
and provision of sanitation facilities.

Techni cal assistance to inprove the operation and

mai nt enance of two nmmjor water treatnent plants is included
in the Uzbeki stan project. The design of the technica
assistance and the initial public health assessnent have
been conpl eted and | aboratory equi prent will be shipped by
early 1995.

HEALTH CARE | MPROVEMENT

The U.S. Agency for International Devel opnment has obli gated
a total of $93 million, including $69 nmillion in FY1994, and
expended $40 million to inprove health care systens in the
NI S.

Supply of Critical Vaccines, Pharnaceuticals and Equi pment
Vacci ne and Pharnaceuti cal Production

To address deteriorating vaccine production in Russia, USAI D
supported the provision of comodities, equipnent and short-
termtechni cal assistance to reestablish the productive
capacity of existing plants produci ng vacci nes for neasl es,
poli o and DPT (diphtheria, pertussis and tetanus).

Merck and Lederle provided raw naterials and i nput for
production, as well as training in U S. standard good
manuf act uring practi ces.

The U. S. Food and Drug Adm nistration (FDA) has provided
techni cal support in vaccine quality control regulation

The FDA successfully negotiated a Menorandum of
Understanding (MOU) with the Russian Government which
sinplifies the inport registration procedures for high
qual ity pharnmaceuticals and vacci nes whi ch have been FDA
approved. The FDA will negotiate simlar MOUs in Ukraine
and Kazakhstan in 1995.

Medi cal Technol ogy Transfer Activity (MITA)
In Russia, USAID is pronoting private enterprise and U.S.

investnment in the health sector as well as inproving
regul atory, manufacturing and managenent practices for



critically needed pharmaceuticals. The MITA programis
designed to accelerate U. S. investnent in the production and
di stribution of these drugs through technical assistance,
training and the guaranteed purchase of product, by

devel opi ng a partnership between U.S. pharmaceutical firns
and the U S. Governnent to "seed" a nore self-sufficient
private pharmaceutical industry. |In Decenber, USAID nade
awards to four U. S. pharnmaceutical firns (Merck, MR, Searle
and Bristol -Mer Squibb) to study environnmental assessnents
of manufacturing ventures proposed by these firns for
production of critically needed nedicines. |If the studies
show sufficient potential, USAID will award additional funds
to devel op these ventures, with the U S. firm matching the
USAI D contribution on the basis of a two-to-one ratio.

Vacci ne Security

Increasing the capacity of NS republics to successfully
manage their national inmunization and di sease contro
prograns on a sustai nable basis is central to USAID s
vacci ne security objective. To continue and expand the work
started under the Children's Vaccine Programand the U. S. -
Japan Joint Imunization Initiative, USAID s BASICS Project
(Basic Support for Institutionalizing Child Survival) is
provi di ng assistance to i nprove the efficacy and efficiency
of imruni zation prograns in the NIS. BASICS is providing
techni cal assistance to strengthen the institutional and
sel f-sustai ning capacity of the NIS Mnistries of Health to
pl an, support, inplenent and nonitor/eval uate i mruni zation

and di sease control prograns. In 1995 BASICS activities
will be concentrated in the Central Asian Republics and
Mol dova; however, limted assistance will be provided N S-
wi de.

I nt eragency | mruni zati on Coordi nating Committee

USAI D has played a prominent role in devel oping the

I nt eragency | mmuni zati on Coordi nation Committee (I1CC) where
all donors can share their plans in assisting the

devel opnent of national inmunization prograns in the N S.
USAID will work with the donors to ensure coordination of
techni cal assistance, training and conmodities. The I1CC
was | aunched at a conference in Kyoto, Japan, on July 25-27,
1994, which brought major donors and NI S del egations

toget her to discuss i muni zati on and di sease contro
activities inthe NIS. USAID is providing support for the
|1 CC Secretariat which is based in the Wrld Health

Organi zation (WHO . During the first neeting of the I1CC
held in Ansterdam on Novenber 11-12, USAID highlighted the
need for a regional diphtheria control strategy as one of
the nost pressing health concerns in the NIS today. USAID
is participating in the devel opnent of a WHO UNI CEF strategy
and i npl enentation program for di phtheria control in the

NI S.

Heal th Care Finance and Service Delivery System Reform

Al t hough nost NI'S republics have passed | egislation enabling
privatization of health care facilities and reform ng health
care financing through insurance, there renmai ns an enor nous
task of inproving the quality of health care while



mai nt ai ni ng access to health services.

Heal th Care Financing and Service Delivery Reform
(ZdravReform

USAID i s supporting a programto test innovative nethods of
i mproving the efficiency, accessibility and sustainability
of health services delivery and the use of incentives to
reward quality of care. The ZdravReform program has now
established field offices in Russia (Mdscow), Central Asia

(Almaty) and Ukraine (Kiev). |In Russia, advisors targeted
the Siberia regi on (Kenerovo, Novosibirsk, Tonsk and Altay
kray oblasts). 1In Central Asia, efforts began intensively

in Karakul (Kyrgyz Republic) and South Kazakhstan obl asts.
In the Kyrgyz Republic, contractors are working wth
government officials to test a pilot health insurance
system

I n Kazakhstan, reduced hospital stays and increased use of
primary care physicians have resulted in incentives to
i ncrease efficiency in health care delivery.

The program has just |aunched a nmajor new effort to
spear head the privatization of the Kazakhstan nationa
pharmaceutical procurenment and distribution system

In Ukraine, workshops for pharnmaceutical industry
representatives which focused on investnent strategi es and

t he gl obal economics of the industry, and study tours to the
U.S. and Canada for health care officials have facilitated
prograns to plan alternative health care financing nethods.

In Russia, five "fast track" grants were recently announced
in Siberian oblasts to test cost-effective paynent systens,
establish multi-specialty outpatient group practices as an
alternative to expensive hospital care, and identify
policy/l egal changes needed to pernit the success of these
i nnovati ons.

Advisors in Russia also worked with World Bank officials in
Central Russia to explore possible opportunities for
coordi nated efforts in health care reform

Heal th Care Partnerships

The Health Care Partnerships Programlinks U S. hospitals
and clinics with relevant NIS health care institutions to
address significant nortality and norbidity issues, inprove
heal th care organi zati on and introduce narket-oriented
solutions to hospital and health care delivery and finance
problens. U.S. participating institutions now include 48
hospital s/health systens, in 16 states including 18 nedica
schools. In the NIS, 43 hospitals in 10 republics are
participating. The partnerships also involve mnistries of
heal th, | ocal and regional health system adm ni strations and
schools of health sciences, to ensure the viability and
sustainability of the changes bei ng made throughout the
health system O the 23 active partnerships, one is
supported through an individual grant to the Children's
Health System Inc., and 22 are supported through a
cooperative agreenent with the American International Health



Al liance (Al HA).

The program has resulted in nearly 2,000 exchanges of health
prof essionals, approximately half of which have been to the
u. S

U. S. partnershi ps have nade in-kind (voluntary)
contributions of $35 million, including $10 mllion in
donat ed equi pnment and supplies.

In addition to the individual partnership activities, the
AlHA partners have collaborated in nmore than 40 wor kshops,
sem nars and conferences on such topics as health reform
heal th servi ces managenent, nursing admnistration

i nfection control, pre-hospital emergency care, prenata
assessnment, famly centered birthing and pediatric
nutrition. Four regional centers have been established for
training of trainers in pre-hospital emergency nedicine.

The NI'S partnerships are having a significant inmpact on the
quality, efficacy and productivity of health care delivery
in their comunities. Their work has resulted in: decreased
| engths of stay in all institutions; inproved infection
control techniques;

training of 115 NIS professionals in health care

adm ni stration and managenent; reduced rates of abortions
due to fam ly planning prograns in four partnerships;
establishment of five neonatal resuscitation resource
centers; active dissem nation of information fromtarget
hospitals to surrounding areas; and, a new enphasis on the
role of nurses in patient care and adm nistration

Heal th Informati on and Response Capabilities

USAID i s supporting the Centers for Disease Control (CDC) in
establ i shing public health surveillance and nonitoring
systenms in the Caucasus, Central Asia and Russia. These
systens include the devel opnent of energency preparedness

pl ans and efforts to strengthen the epi dem ol ogi cal capacity
of Mnistries of Health for disease nonitoring,

i nvestigation and control. This programains to inprove the
col l ection, analysis and di ssem nation of timely health data
to decision-makers to in order for themto devel op and

noni tor health prograns. Currently, CDCis assisting NIS
health officials with high priority diphtheria and polio
control activities in the NS

Wnen's Health Initiatives

USAI D has devel oped a 3-year programto support the
noder ni zati on, inproved effectiveness and financing of
worren' s reproductive health care in Central Asia.
Enphasi zi ng i ncreasi ng access to famly planning services,

t he program was designed to reduce reliance on abortion
which results in adverse health consequences and high |evels
of maternal nortality.

Selected clinical sites were upgraded wi th nbodern equi prent,
and 60 service providers trained in inmproved clinical skills
and training techniques.



Thr ough seminars and clinical training, hundreds of
physi ci ans and other health care providers received updated
i nfornati on on nodern contraceptives, sound clinica
practice, infection control and counseling.

Qualitative research was used to devel op nass nedi a nmessages
on the health benefits of birth spacing. And critical to
program sustainability, a contraceptive nmarketing effort was
| aunched in Kazakhstan: 1,500 pharnacists were trai ned, and
worren of Kazakhstan can now buy a variety of high quality

af fordabl e contraceptives in drug stores.

Strategies for simlar prograns of assistance for Russia and
Ukrai ne were developed in late 1994, and inplenmentation wll
begin in early 1995.

Country- or Region-Specific Health Probl ens

In spring 1993, a regional Environnental Health Wrkshop was
held in Uzbekistan to bring officials of both health and
ecol ogy together to | earn about new techniques in

epi dem ol ogy and risk assessnment. Follow up country
specific activities have been devel oped in conjunction with
trai ni ng prograns.

To better understand the preval ence of the reported high
rates of anem a anmong wonen and children in the NI'S, USAID
is supporting surveys in the Aral Sea region of Uzbekistan
and the Kzyl-Orda regi on of Kazakhstan. The Uzbeki stan
study found that the major cause of anemia was nutritiona
and not caused by chemical toxicity which could be
attributed to environnental pollution which is of w despread
concern in the Aral Sea region. Results fromthe Kazakhstan
study will be available in md-1995.

PRI VATE SECTOR | NI TI ATI VES

The U. S. Agency for International Devel opnment has obligated
a total of $543 million, including $375 mllion in FY1994,
and expended $259 nmillion in devel oping a free nmarket
private sector in Russia and the other NIS. These prograns
are producing a private sector founded on the principles of
private ownership and the free exchange of goods and

servi ces.

Privati zation

Privatization activities concentrate on inplenenting
policies and effecting transactions to nove state-owned
assets into the hands of private owners. USAID typically
initiates privatization voucher distribution prograns,
auctions of large enterprises, small-scale privatization
denonopolization initiatives, and conpl enentary public
educati on prograns.

The mass privatization programin Russia was successfully
conpl eted on July 30, 1994. Results from USAID s and ot her
agenci es support for the programinclude: 144 mllion
vouchers were distributed; 22,000 nediumto-I|arge conpanies
are now joint stock conpanies; and nore than 40 million
Russi ans are now active shareholders. By June 1994, voucher



usage anong Russia's urban popul ati on reached 93 percent.

Ei ghty-si x of 88 Russian regions participated in the
privatization program According to recent reports, 70
percent of all Russian state property has been privatized.
Fol | owi ng the voucher privatization prograns, USAID is
supporting privatization by cash auctions. The sale of the
bal ance of joint stock conpanies and residual shares held by
t he governnment for cash will allow this portion of the
privatization process to be partially self-financing, cause
nmuni ci palities to support the process, act as instructive
nmechani sns for secondary market participants, and introduce
the necessary capital into enterprises. A goal of cash
auctions and other forns of nass privatization is to
depoliticize the enterprises so that managers no | onger turn
to the state for subsidies or credits in times of financia
di stress.

USAID is inplenenting privatization assistance prograns in
Ukrai ne, the Kyrgyz Republic, Kazakhstan, Mdl dova, and to a
| esser extent in Uzbekistan and Belarus. |In each country,
USAI D funds auction systens to transfer state-owned assets
to private individuals and entities; snall-scale cash
auction systens are being inplenmented al ong with nore
conpl ex nmass privatization systenms for |arger enterprises:
For exanple, nore than 6,000 snmall enterprises were
privatized in Kazakhstan and 98 percent of the citizens now
hol d coupons allowing themto participate in the nass
privatization program The results have been inpressive. A
recent survey of newy privatized small enterprise shows: an
i ncrease in average enploynent per firmof approxinmtely 20
percent; substantial financial investment on the part of new
owners; increased business revenues; higher enpl oyee
salaries; and a wi der assortnment of goods and | ower overal
prices offered by privatized enterprises relative to the
public sector. |In Kazakhstan and the Kyrgyz Republic, the
mass privatization prograns are targeted for conpletion by
December 1995. USAID has funded the printing and

di stribution of vouchers, related public education prograns,
speci al denonopol i zation and anti nonopoly initiatives, and
the creation of bidding and clearing systenms. At the sane
time, USAID is working with the governnents to lay the
groundwork for capital market institutions and share trading
infrastructure

Instituting rational and enforceable | and ownership rights
is an essential part of the NIS transformation. USAID
activities throughout the region are intended to accelerate
the privatization of urban and agricultural |and, broaden
and strengthen ownership rights, and i ntroduce mechani sns to
provide legally enforceable and easily tradeable |and
titles. In Russia, for exanple, USAID is assisting
nmunicipalities to transfer their land rights to private
enterprises and to design procedures and narketing
strategies for the sale of surplus land. There is also a
programto hel p develop an integrated |land and real estate

i nfornmati on system which enhances the ability of citizens
to research land titles and conplete transactions, and
general ly inmproves the quality, quantity and tineliness of
the information flow for all users and contributors. O her
activities involve technical assistance to reorganize farns,
train real estate appraisers and build local capacity to



survey public opinion on Iand and real estate privatization

Detailed privatization and business plans for the Port of
Mur mansk have been conpl eted and are being adapted to the
Port of St. Petersburg.

Post - Privati zati on

Bui | di ng upon the successful transfer of state-owned assets
to private ownership, USAID is assisting Russia and the
other NIS in building the business and | egal infrastructure
necessary to help newl y-privatized enterprises operate and
prosper. USAID supports local counterparts who actively
engage in: effecting legal reform creating systens of
financial internediation, including stock exchanges;

strengt heni ng essential free market institutions, including
i ndependent anti nonopoly, securities, and trade conm ssions;
and devel oping a private-sector capacity to service private
firms.

A USAI D-funded team oversees the Russian Privatization
Center, which is continuing to transfer state-owned assets
to the private sector and is coordinating donor activities

i nvol ving a range of post-privatization functions. Regiona
and urban clearing and settl ement organi zati ons are opening
across Russia, attenpting to standardize and inprove the
share tradi ng process; and initiatives to devel op share
registries, depositories, custodians and transfer agents are
emerging as Russia's capital narket devel ops.

A conpl enentary package of activities follows the nmass
privatization progranms. The npdel Russian Privatization
Center is being expanded to the regional |evel through ten
| ocal privatization centers. Training in accounting
standards and regul ations for privatized enterprises is
bei ng conducted. New securities clearing and settl enent
organi zations receive technical support to link widely

di spersed securities narkets.

In the Kyrgyz Republic approximately 300 enterprises were
privatized in FY1994., USAID s efforts in FY1995 concentrate
on generating broader market reform and encouragi ng new
mar ket participants. Principal activities include capita
mar ket devel opnent, special denonopolization initiatives,
and corporate and commercial |aw reform

USAID is widely and deeply engaged throughout the NIS in
provi di ng technical assistance to develop efficient and
transparent capital markets, foster initial public

of ferings, and institute the essential business and | ega
infrastructure for securities markets. In Kazakhstan and the
Kyrgyz Republic, for exanple, USAID has initiated programns
to start the whole range of institutional and | ega

functions which are essential for an operational capita
market. This includes the devel opnent of stock exchanges,
clearing and settlenment organizations, share registries and
depositories, securities comissions, and nethods to pronpte
fair and efficient corporate governance and share trading
practi ces.

USAI D support for legal reformincludes encouraging the
adopti on of business and comercial laws that rationally



follow fromprivatization and rel ated post-privatization
initiatives. Pilot activities with privatization investnent
funds, securities trading, share registration and transfer
and corporate governance have yiel ded proposals for |ega
reformat the national level. Also, |ocal counterparts are
seeking legal reformto break up nonopolies, articulate and
i npl enent corporate and conmercial |aws, determne |and
rights, pronote conpetition, and generally enable the

devel opnent of private ownership and the free exchange of
goods and services. An exanple of this activity are the
USAI D- funded t echni cal advisors who hel ped the comni ssion
appoi nted by President Yeltsin to draft the new Civil Code
Part | of the code, passed by the Duma in Decenber 1994,
focuses primarily on issues such as sal es, negotiabl e
instruments, letters of credit, and secured transactions.

We are continuing to work with the conmi ssion to conplete
Part Il of the Code, which will include securities, banking,
and tax codes.

Market transition in the NIS is inpeded by the nonopolistic
structure of industrial production and trade, and the
paucity of analysts and other market participants trained in
mar ket economcs. USAID funds activities designed to reduce
nonopol i stic control and build a cadre of skilled nmarket
partici pants. For exanple, In Russia and Ukraine, USAID is
hel ping to i nplenment anti-nonopoly |laws and rel ated

enf orcenent mechani sms. | n Kazakhstan, USAID has worked
with the government to dismantle hol di ng conpany structures
and strengthened the antinbnopoly comm ssion, which plays an
i nportant role in breaking up state nonopolies and pronoting
conpetition.

A programto assist private farmers and new cooperative farm
groups whose | ands have been privatized is underway in four
pilot areas of Russia. This programw |l help communities
devel op net hods of financing social services, previously
provi ded by state and collective farns. The program al so
wi || expand the nunber of viable agribusinesses and help
create new agricultural credit supply systens for private
farms and agri busi nesses.

Busi ness Devel opnment

In addition to assisting recently privatized firns, USAID
provi des assi stance to neet the special needs of new and
smal | businesses. these will be the principal source of new
enpl oyment and income as the NI'S countries restructure their
econom es and shut down unproductive and non-conpetitive

st at e- owned enterpri ses.

USAI D Moscow s New Busi ness Devel oprment Activity provides
advice to | ocal governnents on inmproving the |egal and

regul atory framework for business devel opnent.

Additionally, it provides training, commodities and advisory
services to local training institutions, |ocal governnents
supportive of private business devel opment, nenber-based
busi ness associ ations, and private busi ness support

services. The NBDA inmplenents its activities and prograns

t hrough six offices in Russia: Ekaterinburg, Novosi birsk,
St. Petersburg, Snolensk, WVl adivostok and Voronezh.



The Enterprise Devel opnent Project (EDP) has established
five Local Business Centers in Russia which provide
consulting services to new and existing small and mcro
busi nesses on subjects such as business planning, financia
anal ysis, and how to comply with local and (if appropriate)
federal regulations. The consulting help is provided in two
forns: advice on the running of the Business Centers and
advice directly to area businesses. |In both cases the aim
is practical help in business planning and probl em sol ving
in response to the specific and i mmedi ate needs of the

i ndi vidual client or organization

The Foundation for International Conmunity Assistance
(FINCA) inmplenents a mcro-enterprise devel opnent project in
the Kyrgyz Republic and Kazakhstan consisting of: credit
servi ces, business nanagenent and training; and
institutional devel opment of financial internediaries. The
project provides credit for working capital and snall assets
t hrough a network of denocratically nmanaged vill age banks
(informal comunity savings and | oan funds); pre-loan
training to potential borrowers on how to obtain |oans;
training to borrowers on busi ness managenent, planning and
mar ket i ng; and organi zati onal and technical assistance to
vil | age banks.

The Technol ogy Managerment and Transfer Goup of Virginia
Tech, together with the Atlas Group, a consulting firm is
devel opi ng a business incubator for technol ogy
commerci ali zation at the Acadeny of National Economny in
Moscow. The facility allows individual scientists and
engineers to renmain at their home institutes, helping the
research groups renain viable and beconme sources for
econom ¢ devel opnent. The incubator facility provides
support services to conmercialize technol ogi es devel oped at
the research institutes.

The Morozov Project seeks to devel op managenent education in
Russi a by establishing a network of |ocal business training
institutions commtted to providing nmanagers with the skills
necessary for success in a nmarket econony. These
institutions work together to develop core curricula and
teaching naterials, and thensel ves receive technica
assistance and training fromWstern professionals. This is
acconpl i shed through an "adopti on" process whereby | oca
institutions are teaned with Western business consul tants,
and through a "tw nning" process whereby Russian curricul um
devel opnent teans are paired with Western professors and
faculty. To date, Mrozov has established seven key
strategi c regions, and has 41 Business Training Centers
(BTC s) and candidate BTC s in Russia.

Through the Citizen Denocracy Corps' Business Entrepreneur
Program Anerican vol unteers provide on-site assistance to
private and privatizing small and nedi um busi ness and to
public and non-governnental organi zations that support

busi ness devel opment in the NIS region. CDC s vol unteer
advi sors are experienced senior |evel entrepreneurs or
managers who volunteer their tine for two to three nonths.

Juni or Achi evenent International will expand its activities
in Russia to provide econonic education and entrepreneurship



prograns to over 1 million high school and coll ege students
over the next two years.

Washi ngton State University is working with the State

Uni versity of Krasnoyarsk and private sector organi zations
to establish a Small and Medi um Enterpri se Devel opnent
Center nodel ed after successful prograns WBU has run in the
United States and in Ronani a.

US West, with the assistance of USAI D, Russian Government
bodi es, U. S. businesses and institutions, is establishing

t hree sel f-sustaining Business Skill Devel opnent Centers in
Russia (Moscow, St. Petersburg and Ni zhny Novgorod) in 1995
These Centers instruct Russian managers, workers, snal

busi ness owners, and entrepreneurs, using a broad range of
practical nethodol ogi es, to successfully work in, manage and
devel op busi nesses in a narket-based econony.

Through the establishnent of a $10, 000,000 credit/equity
fund, the Fund for Denocracy and Devel opnent (FDD) is
providing funds for start-up expenses, investnent in new
t echnol ogy, upgraded equi prent, etc. to entrepreneurs and
snmall enterprises. To conplinment the credit/equity fund,
FDD is al so managi ng a banker's technical assistance and
trai ni ng program desi gned to instruct Russian banks and
bankers in | ending specifically to new or small business.

The Center for Citizen Initiatives' Econom c Devel opnent
Program (EDP) gives support and assi stance to prom sing

| ocal entrepreneurs and to new busi ness owners providing
themw th a conbi nati on of business training, business
services, consultants and nedia education, both in the
United States and in the NIS. It currently operates in St
Pet er shur g, Rostov-On-Don, Vol gograd, Yekaterinburg,

Vor onezh and Moscow i n Russi a.

The Techni cal Assistance Center for Market Econony (TACMVE)
establ i shed by the University of Alaska, is dedicated to
trai ning Russians in nmodern business nethods, increasing

U S. business activity in the Russian Far East, and

i mproving U.S.-Russian business ties. To date, TACME has
opened four local training centers fromwhich an average of
35 entrepreneurs graduate per nonth.

Qopportunity International (O) has been in N znhy Novgorod
for the last three years and has created an i ndependent

I ocal NGO that provides a nmicro-lending and | easi ng program
to small businesses and entrepreneurs. O plans to open a
smal | business incubator in 1995, which is expected to

i npact 500-600 small businesses (2300 people) over its two
year |ife span.

The Center for Financial Engineering and Devel opnent (CFED)
is providing long-term advisors in Georgia and Arnenia to
nmanage a private sector devel opnent program providing
techni cal assistance and training to |ocal private and
public sector institutions and individuals involved in smal
busi ness devel opnent. The Advisors also work closely with
USAI D/ Caucasus, host-governnents, other donors, USAID
contractors/ grantees, the Peace Corps, and other devel opnent
organi zations to try to maxinmze the inpact of the technica



assi stance prograns and avoi d duplication and redundancy.

I n Ukraine, Belarus and Ml dova in 1995, USAID will fund
NEWBI ZNET, a programto strengthen |ocal organizations
ability to assist private businesses. The programwill also
hel p devel op | ocal networks of business associations, banks,
trade uni ons, business |eaders and |ocal authorities to
create a supportive comunity environnment for private

busi ness operati ons.

FOOD SYSTEMS RESTRUCTURI NG

The U.S. Agency for International Devel opnment has obligated
a total of $74 million, including $31 million in FY1994, and
expended $24 million to work in partnership with the NIS to
devel op market - based food production and distribution

syst ens.

Agri busi ness Part nerships

USAID is helping create efficient, agricultural input

supply, food processing and food distribution systens by
providing skills, technology and training. The intent is to
catalyze NI'S private sector devel opnent by facilitating and
| everagi ng the invol venent of private U. S. agribusiness
conpani es and cooperati ves.

USAI D has cooperative agreenents with The Citizens Network
for Foreign Affairs (CNFA), Tri Valley Gowers (TVG, and
the Agricultural Cooperative Devel opnent |nternationa
(ACDI) to foster partnerships between Anerican and NI' S
private agribusiness-related enterprises. These
associ ati ons award subgrants to U.S. conpanies prinmarily to
provi de technical assistance and agricultural training to
hel p create efficient food systens that span the food chain
from post-harvest to marketing and distribution

CNFA has offices in Mdscow and Kiev. Subgrants for
activities in Russia and Ukrai ne have been awarded to

Ameri can Breeders Service, The Pillsbury Conmpany, T.P.C.
Foods, Inc., Cargill, Inc. (International Seed Division),
Freedom Farm I nternational, Avian Farm Enterprises,

Monsant o, Gol den Valley, Kiev-Atlantic U S., Heinz

Devel opnent Corporation, Ben & Jerry's, Ventures East, Magna
ClInc., Ibberson International and Continental Grain. These
subgrants, totaling nearly $30 mllion are |everagi ng over
$155 million in additional U S. investnent.

TVG s enphasis is on Ml dova, Kazakhstan and sout hern
regions of the NIS with mlder clinates and greater
agricultural potential. TVG subgrantees include Petoseed
Conpany, Wente Bros./Di onedes Inc., and CTC Foods for
activities in Russia, Ukraine, Mdldova and Georgia. These
activities are coordinated through an office in Chisinau
Mol dova.

ACDI focuses on activities in processing and narketing,
techni cal troubl e shooting, operation and managenent

trai ning, business/strategic plans, and product profiling.
ACDI's primary focus is on the Central Asian Republics
through its office in Almaty, Kazakhstan. ACDI has awarded



a smal |l subgrant to prepare a nodernization plan for the
dairy association in the Almaty region

Grain Storage

USAI D hel ped to i nmprove storage capability for perishable
foods and feed grains to help NIS republics provide their
people with a stable and secure food supply. A nunber of
probl ens were experienced in this project, eventually
leading to its cancellation in December 1994.

A grant in Septenber 1992, to North Anmerican Agriculture,
Inc., provided funding for the construction of 57 grain
storage conplexes in Russia, 5 in Ukraine and 18 in
Kazakhstan. Difficulties in agreeing on suitable farm

| ocations, storage unit size relative to the size of private
farms, and insufficient interest and capacity in NI'S
counterpart entities delayed inplenmentation. Rather than
extending the program it was decided to curtail the
activity with only 30 of the conplexes fully or partially
conpleted. A grant to d obal Steel funded construction of
10,000 netric tons of potato storage facilities in Russia
(two units of 2,500 netric tons each) and Ukrai ne (one unit
of 5,000 netric tons capacity). These facilities were
conpl eted and are currently in use.

Grants to U.S. institutes and universities supported
training in potato harvesting, storage, handling and
mar keti ng and an assessnent of the grain and storage
capabilities in Russia and Ukrai ne.

DEMOCRATI C PLURALI SM | NI TI ATI VES

The U. S. Agency for International Devel opnment has obligated
a total of $126 million, including $87 million in FY1994,
and expended $49 nmillion to cooperate with the NI'S as they
nmake the transition fromone-party, centralized regines to
pluralistic denocracies. USAID finances technica
assistance and training prograns in five areas critical to
open and participatory denocratic systens.

Political Process

USAID facilitates the strengthening of local, regional and
nati onal denocratic institutions and processes by supporting
t he devel opnent of political parties, civic organizations
and i ndependent | abor unions, and the hol ding of free and
fair elections.

Grant activities continue with the International Republican
Institute, the National Denpcratic Institute, the Free Trade
Union Institute of the AFL-CIO, and the Internationa
Foundation for El ectoral Systens.

In FY1994, Russia, Ukraine, Georgia, Ml dova, Kazakhstan
the Kyrgyz Republic, Tajikistan and Uzbeki stan received

el ection-related training and techni cal assistance.
Governnent officials, central election comissions and civic
organi zations worked with USAID grantees to rewite

el ectoral laws, train poll workers and provi de voter

educati on.



Wth the assistance of USAID grantees, political parties,
candi dat es, independent trade unions and civic organi zations
inthe NIS are increasingly participating in politica
processes.

Assistance will continue to focus on training
parlianmentarians to function nore effectively as nenbers of
political parties and coalitions, on devel oping politica
parties and civic organizations, and national and | oca

el ections.

Assistance in Russia will target the adm nistering of
parlianmentary elections in 1995 and the presidentia
el ection currently schedul ed for 1996.

In Ukraine, grantees will work with political parties,

el ected representatives, civic organizations and denocratic
trade unions to increase their participation and

ef fectiveness in the political reform process.

In Central Asia, grantees will provide parlianentary
training in coalition-building and | egislative drafting, as
wel | as support for political party devel opnent, canpaign
managenent, and poll-worker training | eading up to and
following elections in the Kyrgyz Republic and Tajikistan in
early 1995.

Rul e of Law

USAI D supports the devel opnent and strengtheni ng of | aws,

l egal institutions, and civic structures necessary for the
transition of NIS countries to denocratic, market-oriented
societies. In addition, an interagency effort has been

| aunched to assist the NIS in fighting the rise of crine.

The Rule of Law (ROL) Consortia began activities in early
FY1994. Along with the American Bar Association's Centra
and Eastern European Law Initiative Program (ABA/ CEELI), the
ROL Consortia are carrying out a variety of |egal reform
activities across the NI'S, including assisting in

- training judges, defense attorneys and prosecutors;
- helping to establish increasingly independent
judiciaries,
continuing | ega
education capacity and indi genous bar associ ati ons;
- introducing public l|aw clinics;
- expanding the use of jury trials throughout Russia;
- providing expert advice on comercial and crimna
codes; and
- reviewi ng draft constitutions.

The ROL Consortia recently solicited proposals for small -
grants prograns for U S. and indi genous NGO working in

| egal reformand hunman rights; the first grants will be
announced in February 1995. Oher new activities include a
programto help | aw school faculties in Russia and Ukraine
design new law curricula, as well as a programto establish
an el ectronic database to provide Russian NGOs with | ega
information in the areas of environnental |aw, |abor and



consuner rights, and human and civil rights.

Thr ough interagency transfers, USAID al so supports the

Congr essi onal Research Service's (CRS) progranms for the
Russi an and Ukrai nian parlianents. CRS s progranms focus on
creating and expanding | egislative information, research
and anal ytic services, as well as devel oping the capacity of
parlianmentarians and their staffs to use those services nore
effectively. CRS is working with parlianentary comittees
on procedural issues and policy oversight. The prograns
provi de technical assistance and training, autonmation

equi pmrent and networking, as well as library materials, and
serial subscriptions to the parlianents.

I ndi ana University, in collaboration with the U S.-Ukraine
Foundation, is also assisting the Ukrainian parlianment with
USAI D fundi ng.

Recogni zing that the rise of crinme in the NI'S poses dangers
both for the course of reformin the NIS and for the

i nternational comrunity in general, the Adm nistration
assenbl ed a package of prograns to help the NI'S devel op new
techni ques and systens to cope with crinme. This interagency
effort will follow two main tracks: training and technica
assi stance for | aw enforcenent agencies and technica
assistance for the reformof the crimnal justice system

A nunber of U S. Governnment agencies will be responsible for
i npl enenting the | aw enforcenent activities. These new
prograns will be coordinated by the Bureau of Internationa

Narcotics Matters at the Departnent of State. The first
training program--on fighting financial crinmes--was
conducted in Novenber in Mdscow by instructors fromthe
Federal Bureau of Investigation. 1In 1995, |aw enforcenent
agencies will offer an anbitious schedul e of courses and
other training activities. It is anticipated that FY1995
fundi ng under the | aw enforcenent initiative will total $15
mllion.

The rule-of-law programwi |l include additional activities
to support enabling crimnal |egislation and the reform of
the crimnal justice system Agencies participating in this
effort include USAID, the Department of Justice and USIA.

Pl anned prograns include expansion of the Russian jury tria
initiative to include the training of prosecutors, technica
assistance to procuracy training institutes in the NIS, and
expanded training progranms in the United States for
parlianmentarians and executive branch officials involved in
the fight against crime. Total funding in FY1995 for this
initiative will anmount to approximately $6 mllion

Local Governance

USAI D hel ps munici pal governnents in the NI'S becone nore
transparent, accountable and responsive as they nove to
i ncreasingly nore denocratic societies and nmarket-driven
economi es.

A consortium | ed by Research Triangle Institute continues to
i mpl enent an NI S-wi de programto hel p municipal governnents
in several focus cities introduce new managenent and



financial practices and upgrade their nunicipal services in
key areas such as anbul ance servi ce and garbage coll ection
This programis now operational in eight NIS cities, with
resi dent advisors stationed in Mdscow, Ni zhny Novgorod and
VI adi vostok in Russia; Lviv, Ternopil and Kharkiv in

Ukrai ne; Atyrau in Kazakhstan; and Karakol in the Kyrgyz
Republic. The programis also supporting a Mayors
Association in Ukraine, and recently hosted a U S. study
tour for 25 of Wkraine's nost reformmnded nmayors.

Strengt hened Civil Society

USAI D supports the devel opnent of non-governnenta
organi zations (NGOs) to help create broad and di verse civi
societies in the NS

Thr ough Worl d Learning, USAID supports U S. PVGCs worKking
directly with NIS counterparts to increase their capacity to
address social service needs, create incone generation
opportunities for at-risk popul ations, and strengthen | oca
NGOs. To date, subgrants have been nade to 44 NGGCs.

Thr ough these subgrants, U.S. organi zations have helped NI S
counterparts inprove their ability to deliver services to
their client popul ations.

Under a separate activity, Counterpart has established an
NGO PVO center to pronote the devel opment of an NGO sector
in Ukraine, Belarus and Ml dova.

Wnrock International's Leadership Programis working to
enhance the devel opnment and operations of a group of united
worren's NGOs in Russia and Ukraine by facilitating their
collaboration with U S. counterparts.

New initiatives to strengthen indi genous NGO adm nistrative
and nanagenent capacities are under way in Russia and
Central Asia. These prograns will also help to identify and
address legal, cultural and institutional constraints which
NGOs nust overconme in the process of formng civi

societies in the NS

In Russia, Chr Torah/Hel ping Hand is carrying out a self-
hel p training programfor young adults, with the ai m of
encouraging their participation in Russia's increasingly
denocratic, narket-driven econony.

I ndependent Medi a

USAI D supports the devel opnent of independent press,
tel evision and radi o organi zati ons through training,
techni cal assistance and the provision of equipnrent.

USAI D funding for Internews provides training and technica
assistance to journalists and non-governnental broadcasting
stations in Russia, Ukraine and Kazakhstan

The Russi an- Arerican Media Partnership Programlinks

Ameri can and Russi an nedia organi zations with the goal of
assi sting Russian counterparts to becone financially viable
and sel f-sust ai ni ng.



USAID is also providing funding to the Children's Tel evi sion
Wor kshop to devel op and broadcast a Russi an-| anguage version
of the PBS educational children's program"Sesane Street,"
focused on teachi ng denocratic val ues.

HOUSI NG SECTOR REFORM

The U. S. Agency for International Devel opnment has obligated
a total of $217 mllion, including $193 million in FY1994,
and has expended a total of $37 mllion for cooperation with
the NIS as they devel op a market-oriented housi ng sector

O these funds, $160 million finances housing units and
retraining for demobilized Russian mlitary officers
returning fromthe Baltics and el sewhere, while the

remai nder funds sector reformto enabl e permanent |egal and
operational changes in the way housing is produced,
financed, owned and nmmi ntai ned. Housing is a key sector
because of the near universal massive drain on public
budget s represented by subsidi zed public housing in the
former Soviet Union, and because availability of housing is
key to labor nobility as industries undergo reform

Private Housi ng Markets and Oanership

In coordination with republic and | ocal -1 evel governnents

t hroughout the NI'S, USAID supports initiatives to increase
private ownershi p and managenent of housing, primarily by

i ntroduci ng conpetitive managenment and nai ntenance services
and pronoting condom nium fornation.

Over 100, 000 housing units in Mdscow and 5,000 in

Novosi birsk are under contract with private firns for

mai nt enance services. Eighty new private maintenance firns
have entered the market to respond to this demand. Due to

t he success of the USAID denonstration project, the Mayor of
Moscow has i ssued a decree that all new units must procure
mai nt enance services through conpetitive neans.

Al'so in Russia, a Mddel Condoni nium Associ ation Charter and
By-1 aws were devel oped and the first condom ni um
associations were registered in 8 cities.

USAI D has been providing technical assistance to the Cty of
(dessa, Wkraine to help inplenent a denonstration project to
privatize the managenent and mai ntenance of nunicipally-
owned, nulti-fam |y housing units. A private Ukrainian firm
began work on this project, which marks the inauguration of
the first private nmanagenent mai nt enance contract of

nmuni ci pal | y-owned housi ng i n Ukrai ne.

In conjunction with two Ukrainian state conmittees, USAID
has co-sponsored the International Housing Conference in
Kiev, which is expected to result in a conprehensive agenda
on the future of housing privatization in Ukraine.

A denonstration programwas initiated in Al maty, Kazakhstan
to privatize the managenent and nai ntenance of housing at a
1,000 unit pilot site.

Condom ni um associ ations were forned at three pilot sites in
Yerevan, Arnenia. Triangle Ltd., the denobnstration



condom ni um associ ati on which USAID is working with in

Yer evan, has signed a contract with a private firm Sarik,
to provi de housi ng nmai ntenance services to a nine building
pilot site. This will mark the first tinme in Armenia that
housi ng services are being provided by private honeowners

organi zed as a condom ni um associ ati on

USAI D has hel ped devel op condom ni um organi zati on and
property managenment training courses at Yerevan State
University. In cooperation with the city of Yerevan these
courses will be offered to city housing offices who wll
hel p in housing privatization

Under the World Bank's Eart hquake Reconstruction Zone
Project, USAID is hel ping organi ze condomniuns in units
being built through conpetitive bidding procedures. USAI D
is providing simlar technical assistance to the Arnenian
YMCA on the UNHCR (United Nations Hi gh Comm ssioner for

Ref ugees) financed Shelter Programin 1995. USAIDwll help
in the expansion of "design build" conpetitions for |ow cost
ref ugee housi ng.

Land Privatization and Real Estate Devel opnent

USAI D provi des technical assistance to NIS countries to
transfer ownership of public land parcels to the private
sector, by hel ping establish a systemfor |and val uation and
zoning, and inproving land allocation and regi stration
procedures.

USAI D) Moscow with the State Property Conmittee (GKI)

initiated a pilot training programto devel op the capacity
of the Society of Appraisers in St. Petersburg to provide
training to real estate industry professionals nationw de.

The city of Kharkiv, Ukraine held its third successful |and
auction in Cctober, yielding the city an esti mated $355, 000.
From now on Kharkiv will continue all |and disposition
activities onits own using its own resources to conduct
land auctions. In Kiev, a land titling and registration
technol ogy pil ot project began in Cctober.

In Kazakhstan, USAID provided materials and training to
nmenbers of the State Land Commttee and the Almaty City Land
Conmittee to encourage transition to nmarket-based systens
for land allocation. These efforts have led to a pilot |and
auction programin which the Almaty city adm nistration
successfully held its first |Iand auction for 12 parcels of
vacant urban land in January 1995--a vital first step in the
creation of a market-based real estate sector. A simlar
pil ot auction was undertaken with USAID assistance in
Ukr ai ne.

The Arnenian Real Estate Association (AREA) was officially
regi stered with 21 foundi ng nember firms, nostly brokers, as
wel | as representatives fromthe nascent property nanagenent
conmuni ty.

Reducti on of Subsidies and Creati on of Housing All owance
System



USAI D provides support to NIS republics to help reduce
subsi di es and establish housing all owance prograns to assi st
vul nerabl e groups, such as the elderly, who are unable to

af ford higher rents.

Wth USAI D assi stance, Mdscow and approximately 60 percent
of the surrounding cities have begun inplenenting prograns
of rent increases and housing allowances. Housing allowance
of fices have been opened t hroughout each city to inplenment

t he need- based program

A denonstration project is replacing interest rate subsidies
with an up-front |lunp paynent cal cul ated based on | ength of
service conbined with nortgage financing for denpbilized

of ficers in N zhny Novgorod.

A USAI D- supported denonstration project will work with
Russi an municipalities to establish narket-based pricing of
conmuni ty services.

USAI D supported the formation of an inter-mnisteria

wor ki ng group to design and inplenent a national policy on

housi ng al | owances i n Kazakhstan. The cities of Talgar and
Kapchagai have been chosen as sites for policy devel opnent

and pilot projects.

In support of Ukraine's agreenent with the M-, USAID w ||
assi st Ukraine in reducing subsidies and instituting new
pricing policies.

Housi ng and Muni ci pal Fi nance

USAID i s cooperating with governnment ministries and banks in
the NIS to establish pilot prograns for comercial financing
and nar ket -based nortgage | ending and to develop a

regul atory and financial framework for public infrastructure
i n support of new devel oprent.

Several Russian banks are issuing dual indexed nortgages on
atrial basis. The newy forned Association of Mrtgage
Bankers has devel oped a training curriculumfor banks
interested in establishing nortgage | endi ng operations.

USAID is providing policy advice to the newy established
finance facility ("Housing Bank") for construction and
nortgage finance in Kazakhstan. Simlar work will be
initiated with other banks in the country.

Legal and Institutional Reform

USAI D supports the efforts of reformers in the NIS to create
t he human capacity and the | egal and institutional framework
for a viable private housing market. Long-termresident

advi sors assi st republic and munici pal governnents.

The Russi an Mortgage Lendi ng Agency was established and
President Yeltsin signed a decree which establishes the
basi ¢ framework for nortgage lending in Russia. Condom nium
enabling | egislation has been enacted by nmany cities to
permt formation of condom nium associ ations.

Presi dent Kuchma of Ukrai ne announced on Cctober 13 a plan



of economic and social reform declaring "the active

i mpl enentati on of the housing policy to be one of the nost
pressing key issues of the new econonmic policy of the
state." This program involving the devel opnent of a housing
market, the creation of a nortgage system and an increase
in the construction of housing will be presented to the
Parlianment by the end of 1995.

USAI D trai ning and assi stance to key deci sion makers in
Kazakhstan resulted in a Presidential Decree authorizing
short termand long termleases of land, a Presidentia
Resol ution authorizing individuals and | egal entities to
sell, lease, or nortgage land rights, and a conpl eted
conprehensive | and code to incorporate narket-oriented
provi si ons.

In Arnenia, a land tax | aw was adopted. The State Housing
Privatization Law was passed by the Arnenian Parlianent in
June. Wth this law in place, the Arnenian governnent
expects to privatize nost of its public housing stock over
the next two years. USAID is working closely with the

M nistry of Economy to establish the adm nistrative
structure necessary for the inplenmentation of the | aw

i ncluding the establishnent of an admi nistration fee and the
devel opnent of a systemto ensure free public access to
technical and financial information about privatized units.

USAI D submitted guidelines for bidding procedures and
contract admnistration for all governnent funded contracts
in Armenia to the State Committee on Architecture. The
Conmittee is expected to adopt these guidelines as a | aw
which will require that all public construction be
conpetitively bid.

Russian O ficer Resettl enent

At the Vancouver Sunmit President Cdinton committed U S.
support for the construction of 450 housing units and

enpl oyment training for Russian Oficers being denobilized
fromthe Baltic countries and el sewhere.

As of the end of Decenber, 142 units in the construction
conponent were conpleted, and 71 units in the voucher
conponent were purchased, for a total of 213 units.

The remai ni ng construction units--230 of them- and 9
voucher purchases will be conmpleted by the end of May 1995.

At the Tokyo G 7 neeting in July 1993, President Cdinton
announced a $160 million followon activity to provide an
addi ti onal 5,000 housing units for denobilized officers
returning to Russia. Half the units will be constructed by
U.S. and Russian firns and the other half provided through
vouchers.

As a result of this Presidential conmmitnment, the Russian
government was able to cone to agreenment with the
governments of the Baltic states on wthdrawal of active
duty forces from Estonia and Latvia by August 31, 1994.

| mpl enent ati on of the 2500 unit voucher conponent of the



U S. Governnments followon Oficer Resettlenent project
began in July; by the end of Decenber, the first 135 voucher
pur chases had been conpl et ed.

Subcontracts for the construction of 1,913 units were signed
by the end of Decenber. Subcontracts for the remai ning 569
units will be signed by the end of January 1995.

Subcontracts for 1900 of the 2500 units are for existing,
partially constructed units in order to mninize costs and
cut conpletion tine.

Techni cal Assistance to Support Mjor Housing Construction
Loan

USAID i s providing technical assistance designed to help
prepare nmunicipalities in Russia effectively utilize a
forthcom ng $400 million Wrld Bank Housi ng Sector
Reconstruction Loan. The Bank loan will be used to fund
core capital costs for housing construction, and
infrastructure related to housi ng devel opnent and

i nvestnents in the building materials industry. The |oan
was aut horized in Septenber; it was originally scheduled to
be authorized in 1996.

ECONOM C RESTRUCTURI NG FI NANCI AL SECTOR REFORM

The U.S. Agency for International Devel opnment has obli gated
a total of $87 million, including $55 million in FY1994, and
expended a total of $30 million to help the NIS nmake the
transition fromcomand econom es to nmarket based systens.
This project focuses on three areas: fiscal sector reform
financial sector reform and fostering a market environment.
El ements of the programare being inplenented in

coordi nation with, and through, the U S. Departnent of the
Treasury.

Fi scal Sector Reform

I mproving fiscal nmanagenent in the NI'S, including
rationalizing governnent revenues and expenditures, is key
to controlling budget deficits that feed inflation. Since
programinception, USAID and the U S. Departnent of the
Treasury have been providing a range of short and | ong-term
assi stance to address key fiscal issues, including tax
policy, inter-governnental fiscal relations, tax

adm ni stration and fiscal policy and budget analysis

t hr oughout the NI S.

Treasury provides long-termand short-term assi stance to
finance mnistries and central banks in five main areas;
budget policy and nanagenent, financial institutions policy
and regul ation, governnent debt managenent and i ssuance,
macr oeconom ¢ policy, and tax policy and adm ni stration
Countries receiving assistance include Arnenia, Belarus,
Georgi a, Kazakhstan, Kyrgyz Republic, Ml dova, Russia and
Ukrai ne. Treasury currently has seven resident (long-tern)
advisors in the field, and depl oys numerous short-term

m ssi ons.

USAI D has provided fiscal and/or nacroeconom ¢ advisors in



Russi a, Mol dova, the Kyrgyz Republic, Uzbekistan, Arnenia
and Georgia to deal with such subjects as inter-governnenta
fiscal relations, fiscal and macroeconom c policy, and tax
policy and adninistration. In addition USAI D has provided
experts and training to develop fiscal analysis units in
Russi a and Georgi a.

Anmong pl anned new activities is an effort to strengthen tax
admnistration in Russia. This would be carried out as part
of a larger international donor effort, involving the Wrld
Bank, EBRD, the OECD and several bilateral donors. Also
under consideration are requests to place econonic reform
advisors in Russia; advisors for pension analysis and

adm ni stration in Kazakhstan; budget anal ysis and

nmacr oeconom ¢ policy in the Kyrgyz Republic; and pension
fund devel opment in Uzbeki st an

Fi nanci al Sector Reform

In all countries of the NI'S, sound nonetary policy and
noder n banki ng net hods are badly needed to hel p neet the
financial needs of newy privatized, restructured and
ener gi ng busi nesses. USAID supports the devel opnent of
mar ket - based financial markets by providi ng assistance in
devel opi ng central bank infrastructure and by training in
mar ket - based financial services to both comercial and
central bankers.

Four senior policy nmakers fromthe Ukraine central bank
visited the top executives and research departnents of
several U S. Federal Reserve Banks as part of work buil ding
a nodern policy and research unit at the National Bank of
Ukr ai ne.

In Russia several hundred bank supervisors fromthe centra
bank are being given instruction in the fundanentals of on-
site supervision of conmercial banks.

Efforts in Wkraine are currently centered on devel oping a
nodern econom ¢ policy and research unit at the centra
bank.

USAI D has begun the basic work in building a bank

supervi sion programat the Kyrgyz Republic central bank with
initial enphasis on on-site nonitoring, and devel opi ng an

i nt eragency economc policy unit.

Five banker training institutes have been established in
cooperation with | ocal bankers associations and centra
banks in Russia (VI adivostok and Novosi birsk), Ukraine

(Ki ev), Mol dova (Chisinau) and Kazakhstan (Al maty). Already
over 1,200 comercial and central bank officers and
executives have received specialized training in a range of
west ern banki ng techni ques and financial services. Courses
are designed to help link | ocal banks to the internationa
banki ng systemas well as to enable banks to serve their
rapi dly increasing nunber of private sector comercia

cust oners.

In Kazakhstan work will begin early in 1995 on 1) devel opi ng
bank supervision capacity at the central bank, 2) devel oping



sound | egal legislation for the financial sector, and 3)
devel opi ng the research and policy function at the centra
bank.

New initiatives scheduled for early 1995 in the Kyrgyz
Republ i ¢ include deepening the bank supervision effort to
i ncl ude di agnostics of banks and devel opnent of off-site
capacity as well as working with Kyrgyz counterparts to

i mprove existing banking |egislation

In Ukraine, infrastructure work at the National Bank wil |
begin to enconpass devel opnent of a nbdern bank supervi sion
capacity.

In Mol dova, work will focus on the accounting and operating
envi ronnent of both the central bank and the comrercia
banks.

Al'l of the above work has been coordinated with the

I nternational Mnetary Fund and the World Bank, and in
several cases forns part of the conditionality for rel ated
Worl d Bank Structural Adjustment Loans.

Mar ket Envi r onnment

Market transition in NIS countries is inpeded by, anong

ot her things, the nmonopolistic structure of industria
producti on and trade, and the paucity of economi sts, policy-
makers and anal ysts trained in nmarket economics. USAID
prograns are designed to reduce nonopolistic control and
build a cadre of people skilled in market econom cs.

Support to the Center for Econom c Policy Research and
Analysis in Armenia is creating |ocal capacity for public
policy and econom c research to support governnment and
private sector reforminitiatives.

In Kazakhstan curriculumand faculty support to the
Kazakhstan Institute of Management, Econom cs and Scientific
Research (KIMER) will be creating a new generation of market-
oriented econom ¢ policy nakers. Graduates are being placed
directly in key governnent mnistries and the devel opi ng
private sector.

Assi stance in Russia and the Ukraine continues in

i mpl enenting | egal and regulatory reformaffecting
regul ati on and conpetition in public utility/natura
nonopol y industries; econonic education at the under-
graduate and graduate level; and training to inprove
col l ection anal ysis and dissem nati on of econonic data to
key policy makers.

In Kazakhstan and the Kyrgyz Republic USAID will assist in
t he devel opnent of a commercial |aw infrastructure
protective of basic property and contract rights which is a
prerequisite for the successful transition to a narket
econony.

In response to requests fromthe Russian and Ukrai ni an
governments, USAID is assisting those nations in their
efforts to accede to the GATT/ WO and to reorgani ze their



trade reginmes to enable themto becone active participants

in world trade under the GATT/WIO. In addition to training
courses, we are supporting a full-tinme GATT advi sor at the

M ni stry of Foreign Econom c Rel ati ons of Ukrai ne.

EURASI A FOUNDATI ON

The U. S. Agency for International Devel opnment has obligated
a total of $26 million, including $18 nmillion in FY1994, and
expended $21 million for a small grants program adm ni stered
by the Eurasia Foundation in the NIS. The Foundati on was
established to conplenent U. S. Governnent direct assistance
to the NIS by providing a rapid-response, flexible, on the
ground instrunment for nmaking a | arge nunber of relatively
small grants in support of political reformin the NIS. Its
key objectives are to reach a wi de range of groups quickly
with targeted assistance and to increase the nunbers and

di versity of groups receiving USG and private funds,
particularly in the areas of private sector devel oprment,
public sector reform and nedia and comuni cations. To
facilitate outreach to NI'S organi zations and provide for

easi er nonitoring and eval uati on of grants, the Eurasia
Foundati on opened field offices staffed by Anericans and
local hires in Mscow, Kiev, Tashkent, Saratov and the
Russi an Far East.

Si nce begi nning operations in April 1993, the Eurasia
Foundati on has awarded over 200 grants for technica

assi stance, training, educational activities, and policy
research to Anerican organizations with partners in the NI'S
(83 percent) and directly to NI'S organi zations (17 percent).

Budgeting for this project of at least $10 mllion in FY1995
i s under discussion.

On average, 25 grants totaling $1.1 mllion are nmade per
nont h.

Grants have been nade to organi zations such as the Anerican
Institute of Business and Econonics, the |INET Foundation
the 1 OMV Stavropol Sister State Cormmittee, the Association
of the Bar of New York City, the City of N zhny Novgorod
East - Wst TV, Foundation for G obal Comunity, and the
American University of Arnenia.

Besi des awardi ng grants, the Eurasia Foundation al so nakes
programrel ated investnents (PRIs). PRIs are recoverable
grants or | oans at bel ownarket rates nade to further the
devel opnent of small businesses. Unlike a grant, the PR
forces the recipient business to be fiscally responsible
with its funds because terns for repaynent nust be net.
Additionally, it allows the Foundation to nake grants to
conmer ci al organi zations in cases where a profit mght be
made, but the grant is nonetheless reformoriented.

NI'S EXCHANGES AND TRAI NI NG PRQJECT ( NET)

USAI D has obligated a total of $120 million, including $95
mllion in FY1994, and expended a total of $68 million to
support exchanges and training progranms through the NI'S
Exchanges and Training (NET) Project. In 1994, a total of



4,213 NIS citizens received training through the NET

Proj ect, which supports the transition of NIS countries to
partici patory denocracy and free-market econom cs through
training prograns that are predom nantly U.S.-based. This
training effort supports and is closely coordinated with
USAID s sectoral activities in the NIS and targets those
private- and public-sector |eaders who are attenpting to

i mpl enent structural change and devel op a narket econony.

In addition, the project assists in initiating |inkages
between NI'S and U.S. educational institutions and

prof essi onal associations. NET progranms expose NI'S citizens
to U S. managenent techni ques and free-nmarket and denocratic
principles through a conbi nati on of classroomtraining and
hands-on experience. To the extent possible, these prograns
are conmbined with contacts with U S. practitioners and/or
internships in U S. public and private sector organi zations.
Mor eover, each programis designed to include exposure to
U. S. community-based activities, including the operations of
federal, state and | ocal governnents and non-gover nnenta
organi zations and cultural institutions. Followon training
inthe NIS is provided, as necessary, to reinforce and
evaluate training acquired in the United States. Key
conponents of the NET Project include the follow ng:

Short-Term Trai ni ng

Hi ghly focused short-term (4- to 6-week) training prograns
are targeted at private- and public-sector NIS | eaders and
professionals who are in positions to effect rapi d change.
Partici pants are exposed to the necessary skills and
attitudes, and are provided with "hands-on" practica

experi ence needed for solving short-term problens, affecting
busi ness- and market-rel ated policy issues and guiding their
nations' political and econom c transition. Short-term
training providers include U S. universities, other
educational and training institutions, private businesses
and training centers associated with state, |ocal and
federal governnent, e.g., the U S. Bureau of Labor
Statistics, the Internal Revenue Service and the Federa
Reserve.

Exanpl es of NET short-termtraining prograns are as foll ows:
Armeni a:  Power conpany nanagenent, managenent for public
heal t h, constructi on managenent and fi nance, wonen's

organi zati onal nanagenent.

Azerbaijan: Environmental NGO study tour, NGO
devel opnent/ref ugee canp nanagenent.

Bel arus: Agricultural reformand private farm ng, business
managenent training, privatizing power.

Georgi a: Measurenent of wages, nedia training, port
managenent, custons training.

Kazakhst an: Devel opi ng public understandi ng of econonics,
nati onal budgeting and nonetary policies, bank
restructuring, tax admnistration

Kyrgyz Republic: Market-based agriculture, public financia



managenent, human rights and denocratic devel opnent.

Mol dova: Farm bureau managenent, NGO strengthening, the
functioning of the national treasury.

Russia: Agricultural policy devel opnent, small business
devel opnent, securities market devel opnent, environnenta
policy and programm ng, defense conversion, jury tria
procedures, non-governmental organization (NGO managenent,
heal t h i nsurance/ health finance.

Taj i ki stan: Econonic restructuring for policy makers, tax
reformand policy, nmanagenent of welfare and pension
syst ens.

Turkmeni stan: Portfolio managenent and appr ai sal
restructuring the private-sector econony, |abor market and
free-market |abor |aws.

Ukrai ne: Clean coal studies, tax administration, disaster
relief managenent, nunicipal finance, business consulting
skills.

Uzbeki stan: Market-based agriculture, public financia
managenent, human rights and denocratic devel opnent.

Long- Term Tr ai ni ng

A limted program supporting long-termtraining is al so

i ncl uded under the NET Project. This program provides
degree and non-degree graduate-|evel education to conpl enent
ongoi ng USAI D and ot her donor technical assistance efforts.

Two Russian participants have conpleted their second year in
the PhD programin econom cs at Harvard University.

A physician from Georgia is conpleting a one-year program at
Enory University in disease surveillance and epi deni ol ogy.

NI S Part ner shi ps/ Li nkages Conponent

Through this initiative, the inpact of short- and |ong-term
training will be reinforced through the fostering of
sustainable U. S.-NI'S partnership rel ati onshi ps between
educational and technical institutions and professiona
associations. N S recipient institutions will benefit from
the transfer of practical skills, on-the-job training and

U. S. -sponsor ed internshi ps.

In 1994, the NET Project continued to provide funds to
Pepperdi ne University for short-termprograns in defense
conversion for Russia.

The NET Project also funded Washington State University's
linkage with a consortium of Russian universities to provide
training in several econom c sectors, including agriculture.
NET Project Success Stories

Busi ness Devel opnent:



The Kyrgyz Republic's city architect of Bi shkek, having
conpleted his NET training, is nowin the process of
establishing a valuation departnment to determ ne property
val ues through market indicators.

NET training of two groups of Russian industrialists to
devel op busi ness plans, conbined with subsequent foll ow up
with prospective U.S. partners, has resulted in 10 joint
ventures to date

Havi ng | earned t hrough NET how snal | - busi ness devel opnent
centers work in the U S., a Russian | awnaker is now

i ntroducing legislation to establish such centers in his
region.

Econom ¢ Restructuring:

Foll owi ng a NET Project course on tax policy, a Kazakhstan
parlianmentari an spear-headed a week-long semnar to
denonstrate to other parlianentarians the inportance of
overhaul ing tax codes and i ntroduci ng equitable | aws
governing foreign and domestic investnment.

The head of the tax inspectorate in Crinea, having conpleted
his NET training, has been actively involved in upgradi ng
the professional training of local tax inspectors through
conferences and workshops. He has al so begun a taxpayer
educati on program

Upon their return from nanagenent training at the Interna
Revenue Service in Washington, Ukrainian tax officials
reorgani zed the Ukrainian Tax Directorate along functiona
lines in order to achieve inproved managenent and i ncreased
revenues.

A Kyrgyz banker attributes inmproved operations of his bank
to a conbination of NET training and USAID technica
assi st ance.

Mort gage bankers utilized their NET training and training
materials to devel op two courses in nortgage banking for the
Russi an Mortgage Banki ng Associ ation. The courses were

qui te wel | -subscri bed.

After her NET training, the president of the East-Wst
Net wor k of Busi ness Winen of fered wonen's professiona
devel opnent and entrepreneurshi p devel opment wor kshops in
various regions of Russia.

Denmocratic Initiatives:

Russi an judges trained in the jury trial system conducted
their first jury trials after returning to Russia. One
partici pant commented, "For the first time innmy life, | was
able to see how a jury trial works and it was not just from
an American novie."

Upon returning to Kazakhstan, a group of Kazakhstan
journalists who had visited a nunber of U S. press clubs
during their NET training opened the Almaty Press C ub
whi ch has received nuch publicity.



PVQ' NGO Devel opnent / Managenent :

The director of a Ukrainian health NGO utilized her training
in financial sustainability techniques to put her

organi zation on a sound financial footing and increase
heal t h services.

The president of the Mbscow Associ ation of Parents and
Children with Hearing Disabilities | earned how to undertake
fund-raising efforts for his organization. He is gratefu
to the NET Project for show ng himhow comrunity resources
can be nobilized to address critical issues and needs.

Ener gy/ Envi r onment :

Azerbaijani environnentalists devel oped close ties with
their Russian counterparts during U S. training and agreed
to establish an E-nmail network dedicated to NI'S ecol ogi ca
i ssues.

A wat er nmanagenment sem nar for the five Central Asian
republics resulted in regional governnments agreeing to hold
regi onal conferences in water managenent, information
managenent and agricul ture.

Heal t h/ Popul ati on:

Russi an NET partici pants, having observed how fam |y

pl anning centers work in the U S., have established
voluntary famly planning centers in Russia. These trainees
also utilized their training and course materials to conduct
training semnars for specialists from64 fam |y planning
centers throughout Russia.

Uzbek participants trained in |actation managenent prograns
have started "well baby" clinics and have been instrunenta
in formulating the Uzbek Mnistry of Health's breast feeding
policy and i nfant care prograns.

A Ceorgi an physician who received NET training in public
health with a focus on drug policies is now acting as staff
advisor to the Cabinet of Mnisters and has been tasked with
reviewi ng three draft laws on a national drug policy.

A vice president of a Russian insurance conpany re-organi zed
t he conpany based on information covered during a NET health
i nsurance cour se.

Agricul ture:

After conpleting his NET training, the head of the

Bel arusi an Agri cul tural - Manuf acturi ng-Scientific Union set
up seven new farmers' agricultural production prograns on
corn, buckwheat, rape seed, potatoes, |upin, processing of
agricultural products and honey production

A key representative of the Ukrainian Farmers Association
wites a colum entitled "Good-bye, Dear Anerica" in a
weekly newspaper for Ukrainian farners, thus sharing the
benefits of his NET training with his coll eagues.



RUSSI A ENERGY AND ENVI RONMENTAL COWWODI TY | MPORT PROGRAM

USAI D budgeted $90 nmillion in FY1994 for a Commodity | nmport
Program (CIP) to denponstrate U.S. equi pnent and technol ogy
that can hel p Russia address serious problens in the energy
and environnent sectors. Russia suffers from an

i nefficient, outdated energy industry characterized by |arge
gl obal warm ng em ssions, nmssive waste, flaring of gases in
oi | production, |ow productivity and a high incidence of
accidents in coal mnes, and a host of serious pollution
problens. The prinmary purposes of the CIP are to transfer
specific technol ogies to hel p Russia i nprove energy
efficiency in an environnmental ly sound manner, to inprove
the capacity of its environnental agencies, and to provide
equi pnment to inprove the health and safety of coal mners.
The CIP is an inportant elenent of the Vice President Gore-
Prime M nister Chernonyrdin Comm ssion on Joint

Technol ogi cal Cooperation

The bilateral agreenent initiating this programwas signed
December 16, 1993. The programis administered by a joint
Russi an- Areri can Secretariat under the supervision of a
joint Russian-Anerican Steering Committee. The USAID office
in Moscow is represented on the Steering Committee.

The CI P has generated a high level of interest in the
Russi an energy and environnental sectors. The solicitation
attracted over 200 requests for equi prent worth $850
mllion, alnost ten tinmes the ambunt of funds avail able
under the program The Steering Conmittee has approved 50
projects worth about $77 mllion relating to energy
efficiency, environment and coal m ne safety. Technica

of fers of equipnent for the first tenders are now bei ng
revi ewed. The bids for these tenders will be opened in
February-March 1995 and the first equi pnent should be in

pl ace by m d-1995.

These projects will provide an excellent denpnstration
opportunity for the application of new technol ogies in over
30 different locations nationwi de. The awards will be a

conbi nati on of equi pnent provided as grants to non-revenue
generating organi zati ons and equi pnment provi ded on a cost-
sharing basis to Russian comrercial organi zati ons who w ||
use the inmported equipnent to directly enhance their
revenues. These latter organizations will pay 70 percent of
the costs in local currency. O the approximately $77
mllion allocated, $52.7 mllion (68 percent) was in the
formof grant and $25.2 nmillion (32 percent) required the 70
percent paynent.

Following is a sumary of the areas in which allocations of
equi pnrent have been nade, the uses to which the equi pment
will be put, and the percentage of the total allocations
made to that area

Natural Gas: GAZPROM controls natural gas production and
transm ssion over a vast area. Allocations have been nade
which will inprove the efficiency of transm ssion and reduce
net hane eni ssi ons. (Twenty percent of total allocations.)



Ql: The oil sector is particularly inportant because |arge
quantities of associated gas and natural gas liquids in the
oil fields are flared, resulting in energy waste and

i ncreased greenhouse em ssions. Loss of oil fromthe
pipelines is also reported to be very high. Allocations
have been nade which will finance equipnent for the
productive use of flared gas and |iquids, pipeline repair

oil spill clean-up, and automatic controls. (Nine percent
of total allocations.)

District Heating: The district heating systens service

al nost all buildings in urban areas and snall er towns,

usual ly with natural gas as the energy source. Audits have
shown significant opportunities for inproving efficiency
levels. Allocations have been made which will finance audit
and di agnostic equi pnent, automatic neasurenent and contro
systens, burner controls, and other energy saving devices.
(Nine percent of total allocations.)

Power: Allocations have been made in this area for energy
audit and environnental nonitoring equiprment (including
nobile audit trailers), measurenent and testing equi pnent,
conput er - ai ded desi gn systens, software and hardware for
energy use anal ysis, autonmated controls for industria

boil ers, and nodul ar internal conbustion engines to utilize
net hane fromcoal nines. (Twelve percent of tota

al | ocations.)

Coal M ning: The coal mning industry suffers from

anti quat ed equi pnment resulting in | ow productivity and
unsafe conditions. Allocations have been made to finance
equi prent for health and safety for niners, rescue,

nmeasur enent and conmuni cati ons, and net hane usage. (Twelve
percent of total allocations.)

Envi ronnental Protection: Environnental nonitoring of air
wat er, and toxic wastes is severely hanpered by the | ack of
nodern technol ogi es and equi pnent. Allocations have been
made for nmonitoring and nmeasuring of ambient air and water
quality and pollutants (including nobile air monitoring
stations), autonmamted |aboratory equi pnent for analysis,
conput er hardware and software for data analysis, G S
(CGeographic Informati on Systens) and i nformati on nanagenent,
and oil skimers. (Thirty-eight percent of tota

al | ocations.)

UNI TED STATES | NFORMATI ON AGENCY (USI A)

During FY1994 and the first quarter of FY1995, the FREEDOM
Support Act-funded USI A Exchanges Program brought to the
United States over 7,200 NIS grantees, all of whomwere

sel ected t hrough open, nerit-based conpetitions. In
response to increased funding levels in FY1994, USIA stepped
up even further the tempo of its educational, technical and
prof essi onal prograns to handl e | arger nunbers of exchange
participants. In addition, USIA devoted considerable
attention to the creation of electronic (e.g., Internet)

al umi networks and the inprovement of eval uation

nmechani sns. As in previous years, USIA s FY1994 prograns
featured extensive cost-sharing by grantee organizations.
USI A continued to rely heavily on vol unteer support from



experi enced, conmunity-based exchange organi zati ons such as
Sister Cities and the National Council for Internationa
Visitors (NCIV). USIA also continued to work with a nunber
of non-governnental organizations (NG3s), including the

I nternational Research and Exchanges Council (IREX), the
Ameri can Council of Teachers of Russian (ACTR), the
Institute of International Education (II1E), and Youth for
Under st andi ng ( YFU)

In FY1994, USIA initiated new progranms in the area of civics
education and social science curriculumreform Recognizing
the i nmportance of entrepreneurship in establishing a nmarket-
ori ented econony, USIA expanded its "Business for Russia"
exchange program which inparts business skills to Russian
smal | busi nessnen during nonth-1ong internships throughout
the United States. To date, 350 Russians have travel ed
under this program and USIA anticipates a total of 1000
Russi an entrepreneurs traveling to the United States in
FY1995 for internships with Amrerican busi nesses. USIA has
sel ected strategic regions in Russia fromwhich to sel ect
participants so that a synergy is created anpbng grantees
upon their return to Russia. USIA has also | aunched new
initiatives to support independent nmedia in the N S.

Acknowl edging the critical role of NS legislatures in
bui | di ng denpbcracy and supporting reformin the NI'S, USIA
has expanded its program of intensive, short-term
parlianmentary exchanges to enconpass greater nunbers of NS
parlianmentarians and their staffs.

USI A FREEDOM Support Act-Funded Prograns
Secondary School Exchanges

During the 1994-95 academi c year, USIA hosted a total of

6, 725 partici pants under the Secondary School Exchange
Program Because of the sheer volune of participants, the
wi de- sweepi ng recruitnent campai gns, and the interest and

i nvol venent of |ocal communities, the Secondary Schoo
Exchange program has reached just about every corner of the
former Soviet Union. The enthusiastic involvenent of the
NS Mnistries of Education has had a largely positive

i mpact as well. After sone negotiating and convincing, the
M ni stries have accepted openly advertised, nerit-based
conpetition as the only nmeans of selecting participants for
this program

The Secondary School Exchange Program consists of the
foll owi ng four conponents:

The Acadeni c-Year Program Followi ng a far-reaching
recruitnent effort organi zed by ACTR, YFU, and Worl d
Learning, NS students were selected on the basis of nerit
for full-year study programs in the United States. At the
begi nni ng of the 1994-95 academ c year, a total of 1,425 NI'S
students arrived in 800 host comunities spread across 46
states. At sone point during the school year, all of the
students visit Washington, D.C., for a historical |ook at

our nation and its political devel opnment.

Students who returned home fromthe 1993-94 program have
formed al umi groups and have di ssem nated nany of the



i deas, skills and insights they gained in the United States.
These include the creation of student interest groups, the
concept of volunteerism and teaching their peers the
English | anguage or U S. history. Thanks to their enhanced
English skills and know edge of the United States, many
former exchangees have al ready found enpl oynent with

nmul ti nati onal conpani es, governnent agenci es and non-profit
or gani zati ons.

The Acadenic Studies Senester: During the |ast year, 520
NI'S students canme to the United States and 305 U. S. students
went to the NIS on the senester-long Academ ¢ Studies
Program Participants attended school, interacted with host
country peers, and lived with host famlies. Simlar to the
Academ ¢ Year Program NS students have an opportunity to
visit Washington, D.C., and participate in educational and
cul tural enhancement activities.

School Linkage Program In 1994, approxinmately 1,500
educators and 4,000 students from over 300 schools

partici pated in exchanges through the |inkage of secondary
schools in the United States with partner schools in the
NI'S. This program seeks to pronbte ongoing ties between the
educational institutions and their comunities at |arge, and
to create long-terminstitutional |inkages between our
countries. Electronic communication is fast beconing an
essential conponent of the partnerships. For exanple, 17
schools in the Tennessee Valley were |linked up with 17
schools in the Rostov region and are now teaching their
students how to exchange environnental data on the Internet.

Thematic Prograns: Twenty-three U S. organi zati ons were
awar ded grants in 1994 to conduct intensive, highly focused
t hemati c exchanges for over 1,000 young people (600 fromthe
NI'S and 400 fromthe United States). Typical topics for the
4- to 8- week prograns are youth | eadership, volunteerism
agriculture, environnental education and business. |n many
cases, these programs have fostered long-termU S.-N'S
institutional |inkages.

Under gr aduat e Exchanges

Designed to introduce the future NIS | eaders to the U S
system of hi gher education, denobcratic values, and the
principles of free market econonics, the FY1994
Under gr aduat e Exchanges Program provided 460 NI S students
with fell owships for one year of undergraduate study at
col l eges and universities throughout the United States. The
program which has a $11.5 million budget, focuses on the
fields of agriculture, business, journalism computer

sci ence, governnent, political science, econom cs,
education, English as a foreign | anguage, and soci ol ogy.
Recruitnment, nerit-based sel ection and placenent in U S
institutions of higher learning is carried out by a
consortiumconsisting of ACTR, YFU, IIE and the Anerican
Col | egi ate Consortium (ACC).

Most of the students in the Undergraduate Exchanges Program
participated in orientation prograns that hel ped them adapt
to the U.S. academc system In 1994, the ngjority of NS
partici pants were placed at U S. colleges, comunity



col l eges and universities that had heretofore been under-
represented in international academ c exchange prograns and
had not hosted students from N S countries. Participants

al so benefited fromnonth-1ong practical internships in
their fields of study, a pre-departure workshop/eval uation
and extensive | eadership training with the goal of preparing
themto use their new know edge and skills upon returning to
their home countries to assist in the societal and economc
transformati on process.

Top- Up Program

The Top-Up Programis a new USI A exchange program desi gned
to neet the special circunstances of NS students. The
program provi des individual grants of up to $10,000 to NI'S
students who have been accepted into Anerican universities
but are unable to attend because they |ack financia
resources. This programis exceptionally cost-effective,
because U.S. universities nust provide full tuition, while
the USI A grants cover living expenses and/or airfare. USIA
obligated $5.7 million for grants to approxi mately 650
under graduate students and $4.8 nillion for approximately
500 graduate students in the fields |isted under the
"Under gr aduat e Exchanges" section, to be inpl enented over
the course of three years. Participating institutions are
spread across 43 states, including Al aska and Hawaii, and
range fromlvy League universities to large | and-grant
universities to small private colleges. Also funded under
this category is general support for nore than 30 USI A
educational advising centers spread throughout the NI S

Graduat e Exchanges

USI A obligated $18.8 mllion for approxi mately 360 one- or
two-year schol arships for students fromall 12 of the New

I ndependent States to study at 69 U S. universities in 30
states. Graduate students and young professionals were

sel ected t hrough an open, nerit-based conpetition for study
i n busi ness administration, economcs, |aw, public

adm ni stration, public policy, educational admnistration
journalismconmunications and library/informtion science.
Recruitnment, selection and placenent were carried out by a
consortium of three organizations: ACTR, |REX and the Soros
Foundat i on.

Unli ke USIA' s regul ar base-funded graduate exchange program
the NI'S Graduat e Exchanges Program gi ves each partici pant an
opportunity to conplete a three-nmonth internship appropriate
to his/her field of study, as well as a chance to attend a

| eadershi p seninar. Many USI A graduate exchangees have
secured internships with large U S. conpani es, such the 3M
Corporation in St. Paul, Mnnesota, and report that the
experi ence teaches themthe skills they need to survive and
conpete in Russia's new econom c environment. USIA has al so
added a new Congressional Fell owship conponent to the
Graduat e Exchanges Program After conpleting a nine-nmonth
academ c program exchangees with an interest in law, public
adm ni stration or public policy can intern in Congressiona
of fices for three nonths.

Teacher Exchanges and Facul ty Devel opnent



In FY1994, USIA | aunched a nunber of new initiatives

desi gned to devel op the know edge base and skills of young
NI S teachers and faculty, pronote curricul um devel opnent,

and pronote overall educational reformin NS schools and

uni versities.

Academ c- Year Teacher Exchanges (RUSTEP): This new program
supports educational reformin Russia by providing Russian
educators opportunities to teach in the United States for
one year at the secondary |evel and thus to devel op

know edge and skills reflecting denocratic educationa
approaches and net hods. Twenty-four Russian educators are
currently in the United States devel oping new curricula and
t ext books which they will use upon their return to Russia.
To introduce new i nfornation technol ogi es and pronote | ong-
term conmuni cati on, the teachers have been provided with
conputers and e-mail connections, which they will take with
themat the close of the year for use at their hone
institutions. In addition, four U S. educators are teaching
i n Russian schools, sharing U S. educational phil osophies,
net hods and curricula with local faculty and students. The
RUSTEP Program was budgeted $1, 000,000 for 29 participants
in FY1994,

Teachi ng Assi stantships (RTAP): This experinental program
was designed to advance educational reformin Russia by

pl aci ng 57 young Russi an soci al science educators at U.S.
col l eges and universities to serve as teaching assistants
for a semester or academ c year. The educators receive
practical experience in U S. teaching nmethods and curricul a,
and are enrolled in courses to broaden their know edge and
skills in their fields of specialization, and | earn about
U S institutions, culture and society. The teachers have
recei ved personal conputers, which will be transferred to
their home schools on their return and reconnected to an

el ectronic network, so that they and their fellow faculty
can continue to benefit fromtheir U S. experience. Wile
this experinental programwas |argely successful, it wll
not be repeated because the progranmis principal target
grantees -- young social science educators -- were found to
have insufficient English to participate effectively in the
program As it turned out, nobst of the grantees chosen were
English instructors with secondary teaching responsibilities
in the social sciences. Another new program the Socia

Sci ence Curricul um Devel opnent Program (see below) is being
nodi fied to incorporate the objectives of this program

Russi an Juni or Faculty Fell owshi ps: The Juni or Faculty
Devel opnent Programis a new initiative designed to pronpote
educational reformand the devel opnment of new curricula in
targeted acadenmic fields |inked to denocracy-building and
the creation of a free-market econony in Russia. This
program which features a nerit-based, Russia-w de, openly
conpetitive selection process, had a budget of $2.25 mllion
in FY1994 and enabl ed 84 prom sing young Russian faculty to
| ecture and consult for a full acadenmic year at U S.
universities in fields such as business, |aw, economics,
public policy and adm nistration, and educationa

adm nistration. Upon returning to their hone institutions
in June 1995, programalumi wll be able to use Internet



and e-mail to continue their dialogue and to exchange i deas
about curricul um devel opment and educational reformwth
their U S. and Russian col | eagues.

Institutes in Cvics Education and the Anerican Politica
System for Young Faculty and Teacher Trainers: These

uni versity-based, 4- to 6-week institutes introduce current
approaches in civics education and political science and
provi de useful educational nodels for NI'S educators to
devel op national and local curricula. |In FY1994, USIA
obl i gated $400,000 for a total of 33 participants. Wth

t hese funds, USIA conducted a sumer institute on the U.S.
political systemat Southern Illinois University for 18
Russi an political scientists, and another institute at
Russel | Sage College's Council for Citizenship Education
whi ch brought 15 Russi an educational |eaders to the United
States for a civics education programentitled "Foundations
of Denpbcracy." The latter programwas very successful, and
will be used as a basis for the future expansion of <civics
education prograns.

Soci al Sciences Curriculum Reformfor Russian Faculty:
These senester-1ong or acadeni c-year fellowships for junior
faculty teaching in the social sciences or |aw incorporate
individually tailored prograns at najor U S. research and
teaching institutions. These prograns provide exposure to
subject matter, materials acquisition, and scholarly
networking ainmed at curriculumreform |In FY1994, USIA

al | ocated $300,000 for 15 fellowships. This programwas a
new initiative which will be expanded in 1995. An

addi tional $100,000 was all ocated under this programto
support the devel opnent of a Russi an-|anguage Encycl opedi a
Britannica

Vi sitor/ Training Programfor Russian School Adm nistrators:
This specially-tailored, 30-day educational programin the
United States for 50 Russian secondary school teachers and
adm ni strators was concei ved and designed in collaboration
wi th Russian M nister of Education Yevgeniy Tkachenko

M ni st er Tkachenko, who had previously been to the United
States on a Freedom Support Grant, had returned to Russia
conmitted to decentralizing Russian education by increasing
teacher and school nanagenment responsibilities and giving
educators a greater role in formulating national curriculum
guidelines. USIA and the Mnister selected ten del egations
from Russi an regi ons which have a strong potential to

i npl enent reforns. In the United States, the del egations
studied gifted and tal ented prograns, curricul um

devel opnent, teacher training and nmulti-cultural education
This programwi |l be repeated on a snmaller scale in FY1995.
Research Schol ar/ Facul ty Exchange: This program supports
denocratic devel opment in Russia by enhancing the capacity
of advanced Russi an graduate students and post-doctora
scholars to conduct high quality research in areas of
critical inportance in the social sciences and hunanities.
This programains to i nprove university-level instruction
for future generations of Russians. This programmrrors

t he Regi onal Scholars Program (a USI A base-funded program
carried out by IREX, ACTR and the Kennan Institute) but is
nore sharply focused to reflect the goals of the FREEDOM
Support Act.



Wth an FY-1994 budget of $2 million, 127 Russian schol ars
fromover 40 cities in Russia were selected in a nerit-
based, open conpetition to receive research fell owshi ps of
three to nine nonths at leading U S. universities, research
institutes and think tanks. Program participants al so
received in-depth instruction in electronic nail and the use
of Internet so that they will be able to communicate with
col | eagues and advance the scope and inpact of their
research upon returning to Russia.

Exchanges for Entrepreneurs

Under this new USIA program Russian entrepreneurs, |oca
government officials and nedia managers travel to the United
States for a 5-week internship programw th honestays. To
maxi m ze information sharing and to help create an

envi ronnent conducive to business, USIA has targeted key
Russian cities and regions. In 1994, the Business for
Russi a Program brought a total of 350 Russian entrepreneurs
to 11 U.S. comunities for five-week, hands-on business
training prograns. A few local governnent representatives
fromeach of the five Russian regions targeted for this
program participated in sinmlar internships in the sane U S.
conmunities in order to understand their role in devel oping
a sound infrastructure to support the burgeoni ng free-narket
econony. This programwas conducted in cooperation with the
Russi an Governnment, which provided the participants with
orientation and follow on programs in Myscow.

In addition to providing substantive training directly

rel evant to the devel opnent of the participants' businesses,
Ameri can busi ness hosts have di scovered ways to expand their
own nmarkets to include their new Russian partners. Sone
exanpl es of these new rel ationships include the foll ow ng:

A participant from Samara returned to Charlotte, North
Carolina, a few weeks after conpleting his internship at

Guar anteed Financial Solutions, Inc. and purchased fromthem
$75,000 worth of ATM machi nes for banks in Togliatti.
"Scal | ywags," a clothier based in Jackson, M ssissippi, is
now i nporting wool and knitted fabrics froma conmpany based
in Kol ooma, Russia, and run by a forner Business for Russia
partici pant.

The Samara Farners Fund, which is headed by a Busi ness for
Russia participant, the Future Farners of America (FFA) and
the Samara region governor's office are in the process of
establishing an FFA representation in Samara, as well as
farmer educational centers in 26 rural districts.

The head of a conputer software business based in

Dol goprudny, Russia, who interned in Silicon Valley under
the "Busi ness for Russia" program has signed a contract with
Addi son-Wesl ey to provi de educational software.

The Busi ness for Russia Programwi || be expanded in FY1995
to include 1,000 Russian interns and nore than 24 U.S. host
communi ti es.



Uni versity Partnerships

Based on USIA's University Affiliations Program this
program seeks to foster curriculumreform updating of

t eachi ng net hodol ogi es, and noderni zati on of the

adm nistrative structure of NIS institutions of higher
education, in an effort to prepare future generations of
students to work towards the devel opnent of narket-oriented
econom es and denocratic governnment in their countries.

Uni versity Partnership grants involve exchanges of faculty,
staff and graduate students; placement of long-termU. S
academ cs-in-residence in NIS universities; devel opnent of
new teaching naterials; and acquisition of conmputers and

ot her equi pment to support grant activities and foster |ong-
termcontact. On average, Anmerican partner universities and
ot her non-governnmental organi zations contribute 50 percent
in matching funds to support each |inkage.

In FY1994, USIA awarded two-year grants of up to $300,000 to
16 U.S. colleges and universities form ng partnerships wth
Russi an counterparts. Ten of the 16 partnerships were in
busi ness and econonics. Seven three-year grants were
awarded in FY1994 for other NI S countries: one each for
Armeni a, Bel arus, Kazakhstan and the Kyrgyz Republic, and
three for Wkraine. Five of the seven partnerships were

ai red at devel opi ng busi ness/ managenent prograns at the

reci pient universities.

Foll owi ng Vice President Gore's visit to the Kyrgyz Republic
in Decenber 1993, the Coordinator of U S. Assistance to the
NI'S al |l ocated $500, 000 i n FY1994 Freedom Support Act funds
for the devel opnment of a multi-discipline Kyrgyz-Anerican
School at Kyrgyz State National University.

Freedom Support Grants and Parlianentary Exchanges

In FY1994, USIA allocated $4 mllion to continue the highly-
successful Freedom Support Grant Programfor md- to senior-
level NIS officials. USIA allocated a portion of these funds
for parlianmentarians and their senior staff nenbers. This
program which closely resenbles USIA's |Internationa

Visitor program brings high-level NIS officials to the
United States for up to 3 weeks on a wide variety of
substanti ve prograns supporting denocratizati on and economnic
reform During the past year, USIA progranmed a total of
400 Freedom Support Grantees, of whom about 60 percent were
from Russia. Three exanples of Freedom Support G ant
prograns follow

I n Septenber-Cctober, 1994, a Ukrainian parlianentary

del egati on headed by Speaker O eksandr Moroz spent ten days
in the United States under a Freedom Support Grant. They
nmet with Vice President Gore and ot her high-Ieve

adm nistration officials, as well as nenbers of Congress.
Soon after the visit, President Kuchma's progressive
econom ¢ reform package and accession to the Non-
Proliferation Treaty won passage in the Suprene Rada, even
t hough sone anal ysts had predicted that President Kuchma
woul d not win such approval due to the opposition of a
heretofore recal citrant Speaker Moroz and an overwhel mngly



conservati ve Suprene Rada.

Senior officials fromthe adm nistrative office of the
President of Russia visited the United States on two
occasions to reviewthe U S. federal nodel of oversight and
i nspection. As a result of these two Freedom Support
Prograns, which exposed the groups to the structure of the
U S. presidency and the procedures for ensuring the fisca
responsibility of recipients of federal funding, the Contro
Depart nent of the Russian Federation established a new

I nspectors General Corps to conbat corruption. The nenbers
of these del egations stated on several occasions that their
visits to the United States significantly influenced the
restructuring of their departnent.

Freedom Support Grant prograns provi ded opportunities for
two del egations of twenty-one Constitutional and Suprene
Court judges fromthe Kyrgyz Republic and Kazakhstan to
examne the U S. judicial system Wrking cooperatively
with the American Bar Association's Central and East
European Law Initiative (ABA/ CEELI), USIA's Ofice of
International Visitors designed these programs to expose
nmenbers of the evolving constitutional and supreme courts of
Kazakhstan and the Kyrgyz Republic to the Anerican |ega
system The judges studied the nmany facets of local, state
and federal judicial systens, paying particular attention to
the role of an independent judiciary, separation of powers
and individual rights. Highlights of the prograns included
a neeting with Justice Scalia, observation of Suprene Court
and | ower court proceedings, and di scussions with Suprene
and superior state court judges. The participants have

pl edged to nmake use of the insights gained fromthese
experiences in refornmng the legal systenms in their

countri es.

Federal i sm Local and Regi onal Governnent:

USIA is currently conducting a nunmber of new programs to

i ntroduce Russian |ocal and regional government officials to
their American counterparts, and to foster the devel opnment
of effective, denocratic, pro-business |ocal and regiona
governments in Russia.

USI A gave a grant to the Institute for Training and

Devel opnent to conduct a six-week program providing 12 | oca
government officials fromthe N zhny Novgorod regi on of
Russi a exposure to the workings of the executive and

| egi sl ative branches of |ocal and state governnent in

Nor t hanpt on and Amherst, Mssachusetts. This program
contributed to a nunber of inportant devel opnments in N zhny
Novgor od:

After his return to Russia, program participant Ivan Karnlin
was chosen to be the President of the N zhniy Novgorod City
Duma.

Program partici pant Al exander Smirnov is currently the
Director of Public Health for Ni zhny Novgorod. At Smirnov's
initiative, Governor Nentsov started a najor |egal and
nmedi cal reform of the N zhny health care system Smrnov has
signed several contracts with Anerican firms to eval uate and



upgr ade the system obl ast-wi de.

Program partici pant Al exander Shavin is the Chief Tax

I nspector of Nizhny. After returning to Russia, he started
conputeri zing Ni zhny Novgorod's tax system Before his
participation, his office had one conputer; now his office
possesses over twenty conputers and tax collection has
becorme conpl etely conputerized.

Eval uati on

This year, USIA put aside FREEDOM Support Act (FSA) funds to
conduct independent eval uations of its FSA-supported
exchanges progranms. The first of the series of evaluations,
contracted to Pelavin Research Institute (PRI) of

Washi ngton, D.C., has been conpleted. PRl surveyed 103
Russi ans spendi ng between one nmonth and two years in the
United States on various US| A-sponsored prograns. The grand
majority of respondents were participants in USIA s five-
week business internship program Not surprisingly, the
primary objective of 87 percent of those responding was to
acquire business skills. The prinary objectives of the

ot her responders were either to | earn about denocracy and
free- market economcs, or to achi eve personal growth and

i nprove their professional skills. The survey reveal ed that
nost respondents felt their programwas effective or very
effective in helping themneet their primary objectives.
This first evaluation indicated that the USIA programns
surveyed are largely on target, but al so suggested sone
design inprovenents, which are currently being studied.
Subsequent studies will attenpt to assess the strengths and
weaknesses of other USIA FSA-funded exchange prograns

t hrough the use of focus groups and representative surveys
of exchangees.

Medi a Trai ni ng Prograns

Russia: In FY-93, $2 mllion in FREEDOM Support Act funds
was set aside for nedia devel opnent prograns to be carried
out in Russia. The program design consists of the follow ng
five parts:

USI A Prof essi onal s-i n- Resi dence Program Two consecutive
grants for 150-day Professional s-in-Residence (PIR) prograns
were designed for the Russian American Press Center in
Moscow at a cost of $50,000 each. Mchelle Carter, the
first of USIA's FSA funded PIRs, began her residency in
January, 1995.

International Media Fund: USIA granted a total of $850, 000
to the International Media Fund (I M) for the follow ng
proj ects:

I n- Country Workshops: $300, 000 was obligated for eight
nmedi a wor kshops to be conducted in-country by the M. Each
of the workshops was suppl emented by consultations by U S
experts with individual Russian newspapers. The workshops
were conducted in N zhny Novgorod, Perm Yekaterinburg, St
Pet ershurg, VI adi vostok and Khabarovsk, and dealt wth
newspaper nmanagenent, advertising, taxes and | egislation
form ng newspaper associations, editorial managenent, and



i ssues of circulation and distribution. The workshops were
wel | -attended, and partici pants eval uated them as bei ng
extremely useful. Participants particularly liked the
practical nature of the discussions.

Equi prent Donati ons: USI A has committed $250, 000 for

equi pment donations -- mainly desk-top publishing equi prent
-- to selected Russian newspapers. Four recipient
newspapers have been chosen thus far. | M- expects to be
able to donate equipnent to up to 13 newspapers with this
grant. The average equi pnent donation will be worth about
$20, 000. One newspaper has already received the first
donati on.

Uni versity Partnerships: $300,000 was obligated for a

I i nkage program between an Anerican university and a Russian
university to develop a nodern journalismcurriculum and
exchange faculty and nedi a experts. Some equi pnment will be
donated to the Russian university under this grant. |M- and
USI S- Moscow have chosen the journalismschools of University
of North Carolina and Ural State University in Yekaterinburg
for this partnership. Under the plan, a visiting professor
fromUNC will teach at Ural State and hel p them devel op a
nodern journalismecurriculum In addition, a series of
nedi a specialists will rotate in and out of Yekaterinburg on
practical topics such as advertising, graphics and
broadcasting. Since Ural State already has sone TV

equi prent, |M- will donate sone radi o equi pnent for training
purposes. |In addition, USIA bought (from base funds) a

$4, 400 core collection of journalismtextbooks for Ura

State University.

U. S. - Based Workshops: USIA is conducting three two-week

I ong training workshops in the U S. on the business aspects
of nmedi a devel opnent. A few days of each of the sem nars
will be spent in local television/radio stations and
newspapers. The first two workshops, on sales and
managenent issues in television and radio, were conducted in
May and Septenber, 1994. Both workshops stressed Anerican
stati on managenent and the |inks between marketing, sales
and profitability.

U. S. -Based Internships: Under this program approxi mately 20
Russian journalists will travel to the United States for
three-nonth internships at news nedia outlets. The first
group of nine arrived in the United States in January 1995.
Russi an American Press Center/New Media Centers: USIA gave
a $600, 000 grant to New York University for the
establishment of three new nedia centers nodel ed on the

hi ghl y successful Russian American Press Center (RAPIC) in
Moscow. The new centers were opened in Nizhny Novgorod, St
Pet ershurg and Novosibirsk. In the first two years of its
operation, RAPIC estinmates that it has hel ped Russi an
journalists research close to 10,000 stories. RAPIC s many
services include a bilingual reference library; numerous on-
i ne and CD- ROM dat abases such as Lexus/Nexus, Facts on File
News Di gest, and Russi an databases such as Rosinform
Statistical Database, d asnet, and the Federal News Service
Krem in Package. 1In addition, RAPIC hosts daily sem nars on
topi cs such as nuclear proliferation, econonics and
journalismeducation. RAPIC provides individual consulting



services on request for nedia business managers and has an
active outreach service which provides key nedia and
government contacts with topical information packages
consi sting of recent news and journal articles.

Kyrgyz Republic: In FY1994, $500,000 was set aside for
Kyrgyz nedi a devel opnent prograns. The prograns consist of
two professional s-in-residence, in-country workshops, U.S. -
based wor kshops and i nternships, a professional devel opnent
program and a grant for institutional |inkages.

Pr of essi onal s-i n-Resi dence: USI A allocated $100,000 for two
journalismprofessionals to provide consulting services and
conduct semnars in the Kyrgyz Republic for 150 days each

The venue for the residencies -- the Media Center in Bishkek
-- is currently being established (see below). The first
residency will begin as soon as the Center is opened.

I n- Country Workshops: USIA allocated $40,000 for a training
programin the Kyrgyz Republic for 20 journalists and nedia
professionals fromthroughout the country. University of
Kansas was awarded a $38,583 grant to conplete this project.
Partici pant selection and | ogistical planning began sumer
1994, and seminars will start spring 1995. Another $60, 000
was set aside for three in-country workshops for 20-30
journalists each on journalistic techniques, the role of the
free press in a denocratic society, the business of nedia,
and information gathering in specific fields.

U. S. - Based Workshops/Internships: USIA originally allocated
$125,000 for U. S.-based workshops and internships. $60,000
was obligated to USIA's Media Training Division for one

wor kshop and followon U S. internships for approxinmately 10
Kyrgyz journalists. The workshop/internship program began
in January 1995. Another grant of $65,000 was to be
obligated for other U S. -based internships. Instead, USIA
anended its grant to the National Forum Foundation to shift
funding to comercial space, equipnrent and data bases for

t he Bi shkek Media Center (see bel ow).

Pr of essi onal Devel opnent Year Program USIA s Mdia
Training Division is conducting year-|ong professiona

devel opnent prograns for two Kyrgyz journalists. Each of
the journalists will spend one acadenmic year at a U S.
university in a graduate-level journalismprogram and wl|
also intern for a nonth at a local U S. nedia outlet. USIA
has al |l ocated $25,000 for these two prograns.

Institutional Linkages: USIA's Ofice of Citizen Exchanges
is admnistering a $215,000 grant that has been awarded to
t he National Forum Foundation for the creation of a nmedia
center in Bishkek, Kyrgyz Republic. The center will provide
services simlar to those offered by the Russian Anerican
Press Center in Mdscow. (see above description).

USDA TECHNI CAL ASSI STANCE PROGRAMS FOR THE NI S

The U.S. Departnent of Agriculture (USDA) was involved in a
nunber of technical assistance and training prograns in the
NI'S. Sonme of these prograns were funded under USDA' s
Ener gi ng Denocraci es Program and are di scussed in a |ater



section of the Annual Report. The three prograns described
bel ow are funded under the FREEDOM Support Act.

Cochran Fellowship Program USDA's Cochran Fell owship
Program provi ded short-termagricultural training for NIS
agriculturists. Mnth-long training prograns were conducted
in the United States for selected senior- and mid-1|eve
agricultural specialists and adm nistrators.

In FY1994, the Cochran Fell owship Programreceived $2.5
mllion in FREEDOM Support Act (FSA) funding. Although $1
mllion of this amunt was not available until late

Sept enber, USDA was neverthel ess able to provide training to
69 NS agriculturists using FSA funding. (An additional 105
partici pants were trained using Energi ng Denocracies

fundi ng, bringing the total nunber of FY1994 participants to
174.)

Cochran training prograns conducted in FY1994 covered a wi de
range of agricultural topics, including agricultural policy,
| and tenure, agricultural law, agricultural finance and
banki ng, food processing and narketi ng, confectionery and
baki ng, international trade, agricultural extension, grain
mar keting, dairy and poultry marketing, general agribusiness
managenent, and hi gh-val ue agricul tural products.

The Cochran Fel |l owshi p Program has been wi dely prai sed by
NS officials, U S. enbassies throughout the NI'S, and by

U S. agricultural associations and agri busi nessses, nany of
whi ch have directly benefited fromtheir involvenent in the
Cochran Program For exanple, a returning Cochran Fell ow
from Russi a purchased $750,000 of U. S. alnmonds for use in
his candy conpany's production line. Simlarly, a Ml dovan
partici pant established links with the M ssouri-based Citrus
Springs Corporation to sell apple concentrate, and two
partici pants from Taji ki stan negotiated the sale of four

U S.-nade fruit and vegetabl e processing systens to the
CGovernment of Taji ki stan.

Extensi on Service (Arnmenia): The Arnenian/ Anerican

Ext ensi on Project (AAEP) is hel ping Armenian farners and
government officials solve their country's current food
crisis by working with newly privatized farners to increase
their food production, mnimze post-harvest |osses, create
farmer associ ati ons and devel op opportunities for adding
value to agricultural products. Funded out of FREEDOM
Support Act funds, the project is attenpting to reach its
anbi ti ous goals through support and assistance to help

i mpl enent appropriate agricultural policy and to create an
Armeni an Agricultural Extension Service. U S. extension
advisors, located in regional extension offices throughout
the country, have worked with Arnenian counterparts to
assist themin gaining a better understandi ng of extension
net hodol ogi es through applied farm managenent techni ques,
nore efficient food processing and i nproved narketing of
food products.

In addition to the farmer-oriented extension efforts, the
proj ect has sponsored technical teams on shorter-term
assignments to assist Armenian agricultural experts in
addressing issues of |and and business privatization, aninma



di sease detection and control, integrated pest nmanagenent,
post - harvest | oss reducti on and other issues.

Long- Term Facul ty Training Program This program which has
just gotten under way, will assist the faculties at Russian,
Ukr ai ni an, and Kazakhstani agricultural universities and
institutes to develop curricula and instructional materials
in support of sustained novenent towards a free-narket
econony. Participants will train with state coll eges and

| and-grant universities in the United States. The training
will be at |east four nonths but not |onger than one year

USDA staff will conduct interviews during January and
February with adm nistrators and faculty nenbers of nine
Russi an and four Ukrainian agricultural educationa
institutions. FY1995 funding will support participation of
three teaching institutions and 10 professors from Russi a
and two institutions and five professors each from Ukrai ne
and Kazakhst an.

Training will include Iearning the principles and practices
of Western-style agricultural nmarketing, agribusiness
managenent, agricultural economcs, and preparing syllab
and curri cul a.

PEACE CORPS PROGRAMS I N THE NI'S

Peace Corps currently has 485 Volunteers serving in eight
NI'S countries: Russia, Ukraine, Mol dova, Arnenia,
Kazakhst an, Kyrgyz Republic, Uzbekistan and Turkneni stan
The Peace Corps' largest programis in Russia, with 37
Busi ness PCVs in VI adivostok and 60 Busi ness and Educati on
PCVs in Saratov. That is followed by 86 Education and
Busi ness PCVs in Ukraine, and 83 Education, Business, and
Envi ronnent PCVs in Kazakhstan. The rest of our prograns
i nclude Arnenia with 42 PCVs in Education and Business;
Kyrgyz Republic with 45 PCVs; Mol dova with 37 Education
PCVs; Turknenistan with 43 Education PCVs; and Uzbeki st an
wi th 52 business and Education PCVs.

Qur prinary goal in these countries is to help the
transition froma centrally controlled econony to a
denocratic free market system This is not a traditiona
case of "devel opi ng" countries which are "undevel oped"
Rather, it is a question of the "redevel opnent” of these
countries. The effort to provide help in a planned,

net hodi cal way has been very difficult because of an ever-
changi ng political and econonic environnment. But, Peace
Corps has |l earned inportant | essons fromits experiences on
t he ground and has nade a nunber of adjustnents to better
hel p Vol unteers and staff achi eve our goals in this region

Wi | e Peace Corps is approaching each country as an

i ndi vi dual case, there are obvious comonal ties in Peace
Corps activities. Volunteers are working directly with
peopl e at the grassroots level. By living in the
conmunities they serve and | earning the |ocal |anguages,

vol unteers are building the personal relationships that are
key to the success of their projects. 1In a very direct way,
they are hel ping ordinary citizens through a difficult
period of political and economc transition. Additionally



there are simlarities in our progranmng strategies, which
t hr oughout 1994 have focused on English | anguage educati on
and econom ¢ devel opnent, with a recent start-up in

envi ronnental progranmm ng

Educati on Program

Al'l eight countries have education projects with a total of
287 PCVs. These are mminly focused on English |anguage
education. The projects are also branching out to include
nore specialized English for the adult communities; i.e.

busi ness English for businessmen. All these countries put a
prem umon | earning English which is critical in their
efforts to open up to the international comunity and

under stand western concepts. The newest TEFL Education
project is in Saratov, Russia.

The goal of the English teaching programin the NIS is:

To inprove countries' capacity to establish and naintain
econom c, political and academic links with the

i nternational comrunity through i nprovenents in the quantity
and quality of English | anguage instruction in prinmary and
secondary schools, universities and institutes, and by
facilitating the devel opnent of English | anguage speaking
prof essi onal s dedi cated to inproving environnenta

condi tions.

Specifically, Peace Corps objectives in this program are:

To inprove the | evel of English | anguage conpetency on the
part of students and teachers through expanded and i nproved
quality of English education at the primary/secondary schoo
| evel and at university and teacher training institutions;

To assist in devel opi ng new English | anguage curricula and
teaching naterials;

To devel op and i nplenment in-service training for qualified
and requalifying English | anguage teachers;

To enabl e a | arge nunber of students to develop critica
t hi nki ng and problem solving skills ained at socia
awar eness;

To enabl e interested adults and youth who have left the
school system especially those in positions of |eadership
to comunicate in English;

To assi st schools, organizations, mnistries and institutes
in establishing English for Special Purposes progranms; to
adapt materials for the ESP classroom to design a coherent
ESP curriculum and to devel op extracurricular or cultura
activities.

Econoni ¢ Devel opnment Program
Peace Corps has econonic devel opnment projects in Russia,

Ukr ai ne, Armeni a, Kazakhstan and Uzbeki stan. There are a
total of 193 PCVs in this sector



The goal of the econom c devel opnent programin the NIS is:

To assist countries in the transition froma comand econony
to a free market econony guided by the broad objectives of
encour agenent and pronotion of private sector devel oprent,
especially at the regional and | ocal |evel.

Vol unteers are assigned to one of six programming areas: (1)
Busi ness Centers; (2) Minicipal Government Advisors; (3)

Agri busi ness; (4) Privatization; (5) Business Education; and
(6) Banki ng/ Fi nance.

Specifically, Peace Corps objectives in this program are:

To encourage and support conmercial and institutiona
devel opnent at the regional and |ocal |evels;

To address the specific needs of the energing public,
private and i ndependent (not-for-profit) sectors of the
econony;

To increase the nunber, viability and profitability of new,
smal | and restructured busi nesses;

To assist in creating and increasing the nunber of
institutions and organi zations, both public and private,
whi ch support busi ness devel opnent.

Envi ronnent Program

Envi ronnent al managenent was di sregarded in the past and is
anot her area where Peace Corps will help to build Iocal
capacities. 1In 1994 an environment project was begun in
Kazakhstan and currently has five PCVs.

The goal of the econom c devel opnent programin the NIS is:

To inprove environnental quality in the Forner Soviet Union
by enhanci ng environnental activity at the |local and
regional level with a focus on institutional capacity
bui | di ng, environmental education and public participation

Specifically, Peace Corps objectives in this program are:

To expand the capacity of environmental non-governnenta
organi zations and | ocal /regi onal governnent agencies to
identify problem areas, suggest and design sol utions,
oversee inplenentation, and evaluate results of effective
envi ronnental education and environnental protection
progr ans;

To provide technical assistance for projects involving water
quality/sanitation, solid waste managenent, pesticide safety
and handling, integrated pest nanagenent, recycling, and
environnental protection nonitoring;

To enhance the ability of |ocal organizations, and
consequently the general public, to appreciate, understand,
address and appropriately and effectively intervene in
environnental protection and rehabilitation issues;



To enhance environnental education in primary and secondary
school s through English teaching; to expand pre-service and
i n-service environnental education training for primary,
secondary and university educators;

To pronote park and biodiversity education initiatives
targeted at students, the public, and policy makers; to
reduce the | oss of biodiversity through support for inproved
managenent of natural forests and protected areas;

U.S. DEPARTMENT OF THE TREASURY - SUPPORT | MPLEMENTATI ON
GROUP

Background: At the Vancouver Sunmit, Presidents Cinton and
Yeltsin agreed on the need for a mechanismto hel p overcone
bottl enecks to the provision of assistance. Wth U S
urging, the G7, at the June 1993 Sunmit in Tokyo, agreed to
forma Support Inplementation Goup (SIG to assist G7
donors and the Russian Governnent in facilitating fl ows of
financial and technical assistance.

Foll owing the arrival of the U S. appointed director, M.

M chael Gllette, in January 1994, the SIG had a very
fruitful year. SIG donors net bi-monthly, and M. Gllette
hel d regul ar neetings with officials fromthe Russian and G
7 governnents, as well as fromthe IM-, World Bank, EBRD

| FC, OECD and ot her donor organi zations. G 7 Anbassadors
net a nunber of tines during the year to put their conbi ned
wei ght behind the SIGs initiatives.

After sone initial lack of clarity regarding the SIG s
Russi an counterpart, Deputy Prine M nister Shokhin was
instructed to coordinate with the SIG Wen Shokhin was
repl aced, the SIG continued to work closely with Deputy

M nisters in the Finance and Econonics mnistries whom
Shokhin had selected to be the SIGs primary counterparts.

SIG Activities: The SIGs priority activities have

i ncluded: (a) addressing the issue of taxation of foreign
grant assistance, as well as other tax collection issues;

(b) snoothing delivery arrangenents for assistance,
particularly the process for receiving visas and permts;

(c) hel ping devel op an efficient, nodern public procurenent
mechani sm (d) discussing social welfare inplications issues
of the restructuring process and encouragi ng the Russians to
assign a counterpart to address these issues; (e) generally
di ssem nating i nformati on about assistance fl ows.

Toward the end of the year, the SIG seened to nmake rea
progress on the first of these concerns. Deputy Finance

M ni ster Al ekschenko rel eased a Finance Mnistry position
paper stating that the Russian governnment woul d avoid taxing
foreign assistance. First Deputy Prine M nister Shokhin
then issued a decree exenpting German contractors,

i npl enenting the governnent's housi ng assi stance program
fromtaxation. Unfortunately, at the end of the year, the
contractors continued to face some pressure fromtax

of ficials.

On the third i ssue (Procurenment), the SIG arranged for the
UK to assign an expert to work with Russian officials on



ways to inprove procurenment administration. The expert has
explored the possibility of establishing a private bureau to
handl e all government procurenent.

The SI G al so made good progress in 1995 on the fifth issue
by putting in place an information system which woul d
hi ghl i ght for Russian and donor officials the destination

(at a regional level) of all assistance. The SIGw Il |ink
into the OECD s Regi stry of Donor Assistance, so that data
input in Paris will be available to |ocal donor officials in
Moscow.

Adm nistrative |ssues: The Myscow based office of the SIG
was fully operational in May 1994. As stipulated in the
original agreenent, the core office staff consists of five
menbers, including the Director, a Russian nationa

gover nment specialist, an EU sponsored specialist on socia
security reform (on | eave fromthe Wrld Bank), an executive
assistant and two | ocal -hire Russian support staff.

A contract has been let to International Center of

Washi ngton, DC to establish a geographic information system
for the Russian Federation which will allow input and
subsequent display of G7, EU and IFl assistance activities
proj ected on oblast and rayon maps of Russia.

PROGRAM FOR RESEARCH AND TRAI NI NG ON EASTERN EUROPE AND THE
| NDEPENDENT STATES OF THE FORMER SOVI ET UNION (TITLE VII1I)

Overvi ew

The purpose of the Title VIII programis to build and
sustain the U S. scholarly base on the region by providing
stabl e financing on a national |evel for advanced research
graduate and | anguage training (donestic and on-site);
public dissem nation of research data, nethods and findings;
and contact and col | aborati on anong governnent and private
speci al i sts.

The Title VIII program operates under the guidance of an
advisory committee chaired by the State Departnent and
consisting of representatives of the Secretaries of Defense
and Education, the Librarian of Congress, and the Presidents
of the American Association for the Advancenent of Slavic
Studi es and the Association of American Universities. Using
a two-stage award process, the Departnent of State conducts
an annual, open conpetition anong national organizations
with interest and expertise in admnistering research and
training prograns in the Russian, Eurasian and East European
fields. In FY1994, the Title VIII programwas funded at

$10, 000,000, with $6.4 nmillion funded fromthe FREEDOM
Support Act for projects on the New I ndependent States and
$3.606 funded fromthe SEED Act for projects on Eastern
Europe, including the Baltic countries. The following is a
representative list of FY1994 grant recipients, including

t he amobunts and purposes of their awards:

Anerican Council of Teachers of Russian/ Anerican Council for
Col I aboration in Education and Language Study (G ant:
$370, 000). Purpose: To provide fellowships for in-country
| anguage training through academ c year and semnester



prograns, and a conbined research and | anguage training
program in Russian, Eurasian and East European | anguages.

I nternational Research and Exchanges Board (G ant:
$2,250,000). Purpose: To support a variety of prograns
facilitating Anerican scholarly access to the region. These
i nclude 1) individual field research exchanges, 2)
predeparture orientations, 3) short-termtravel grants, 4)
speci al collaborative projects in the social sciences and
humanities, 5) one year research residencies for U S
postdoctoral scholars to pursue i ndependent research, to
report on scholarly community and cooperation, and to
assist other U S. scholars on-site in Siberia and the non-
Russi an states of the fornmer Soviet region, and 6)

di ssem nation of field research--coordinated prograns to
nmake expert research available to U S. policynmakers and

opi nion | eaders through Policy Foruns, inproved and upgraded
schol ar handbooks, and bi bl i ographies of current research

Joint Comittee on Eastern Europe (Grant: $1, 200, 000).
Purpose: To support fell owships for advanced graduate
training, dissertation conpletion, pre-and postdoctora
research, individual and institutional |anguage grants,
research conferences, and the Junior Schol ars' Training
Semi nar .

Joint Committee on the Soviet Union and its Successor States
(Grant: $1,785,980). Purpose: To support a nationa

fell owship programfor graduate training, dissertation

conpl etion, and postdoctoral research, including a

pr of essi onal devel opnent and retraining program an annua
wor kshop in underrepresented fields; institutional grants
for intensive training in Russian and non-Russi an | anguages
of the former Soviet Union; a research and devel opnent
program and support for the American Bibliography for

Sl avi c and East European Studi es.

Nati onal Council for Soviet and East European Research
(Gant: $2,460,000). Purpose: To conduct a nationa
conpetition anong American institutions of higher education
and non-profit corporations in support of postdoctora
research projects on Russia, Eurasia and Eastern Europe.

The Wbodrow Wl son Center for International Scholars (G ant:
$1, 109, 443). Purpose: To support the fellowship, neetings
and publications prograns of the Kennan Institute for
Advanced Russian Studies and the East European activities of
t he East and West European Program This program al |l ows
scholars to take advantage of the resources found in the
Washi ngton, D.C. area

DEPARTMENT OF ENERGY

The Depart nent of Energy is involved in two distinct
assistance projects in the NIS. Both are described bel ow.
The first is nuclear power plant safety and regul ation and
the second is the industrial partnering program

Nucl ear Power Pl ant Safety and Regul ation

Several nucl ear power plant safety and regul ati on projects



initiated with prior year FREEDOM Support Act funds
continued in 1994. The U. S. Departnent of Energy (DOE) and
the U S. Nucl ear Regul atory Conmi ssion (NRC) are nmnagi ng
prograns to i nprove safety of civilian nuclear reactors in
Russia and Ukraine. NRC projects include regulatory support
and are described in the followi ng section. DOE projects

i ncl ude:

Operational safety inprovenments. The devel opnent of

enmer gency procedures and nanagenent and operational controls
gui del i nes and procedures is proceeding at pilot plants.
Several operator exchange visits have been conpl et ed.

Fire protection. Hazards anal yses have been conpl eted, and
sanpl es of various fire protection equi pnent have been
provided to pilot plants in Snol ensk and Zaporozhye, wth

| arger shipnments of equiprment in progress.

Ri sk reduction neasures. Two of a series of risk reduction
proj ects have been conpleted, with seven in progress and
eight awaiting funding. Pilot plants are |ocated in Kursk,
Kol a and Novovoronezh

Regi onal training centers. The devel opnent of a set of
training courses at the Bal akovo and Khnel nitsky training
sites is proceeding, with several courses conpleted. Nunn-
Lugar funding for the nuclear plant sinmulator for the

Khnel nitsky training center in Ukrai ne was obtained, and the
programis proceeding.

A joint study on energy options to replace the Chernobyl
plant in Ukraine was conpleted. DOE also participated in
t he opening of the energy efficiency center in support of
alternative power sources to allow the earliest closure of
Chernobyl and is working with Ukraine on industria
efficiency projects and coal plant inprovenent projects.

Wrk with the Russians to identify options and financing
nmechani sns for replacement power for the existing plutonium
production reactors in Tonmsk-7 and Krasnoyarsk-26. Two
feasibility studies are being funded by the Trade and

Devel opnent Agency to exam ne repl acenment power options.

New I nitiatives.

A contract was awarded to provi de Zaporozhye NPP with spent
fuel storage

A programto inprove emergency response capabilities in
Russi a and Ukrai ne has begun

Liability concerns expressed by U S. contractors have
i npacted program activities. The problemis resolved and
proj ects are proceedi ng.

I ndustrial Partnering Program

The objective of the Industrial Partnering Programis to
redirect the expertise of scientists and engineers of the
former Soviet Union fromweapons-related activities to
civilian applications of comercial value and of nutua



benefit to the United States and the N S.

A ten-nmenber Inter-Laboratory Board (1LAB) fromthe DOE

Nati onal |aboratories was established to plan and coordi nate
the program and a coalition of U S. Industries and
universities was forned to participate in cost-shared
partnershi ps and educational prograns with NIS scientific
institutes. The U S. Industry Coalition (USIC) currently
has 46 nenbers, including |arge and small business, other
consortia, and universities.

In 1994 the Industrial Partnering Program progressed rapidly
into the programinpl enmentati on phase. Major goals were net
and a cooperative programwith key NIS institutes has been
devel oped. Projects have been defined and contracts are
bei ng executed in technol ogy areas including nmaterials,
manuf act uri ng, bi otechnol ogy, energy, and waste managenent.
More than 170 projects are in the inplenentati on phase.
These projects provide support for 1,864 scientists and
engineers in sixty institutes in Russia, Ukraine,

Kazakhst an, and Bel arus.

NUCLEAR REGULATORY COWM SSI ON - Nucl ear Safety Regul ation

The Nucl ear Safety Regul ation program el ement of the Nucl ear
Safety Initiative has been jointly devel oped by the NRC and
the regul atory organi zations of the recipient countries,
Russia and Ukraine. NRC and the Russian State Conmittee for
t he Supervision of Nuclear and Radi ation Safety under the
Presi dent of Russia, GOSATOWADZOR (GAN) and the Ukrainian
State Committee for Nuclear and Radi ation Safety (SCNRS)
agreed on a list of prioritized proposals to assist Russian
and UWkrainian regulators in training and devel opi ng safety
standards and procedures. The intent is to increase the
regul atory authorities' ability and stature within their
respective countries to effectively provide and ensure
operational nuclear reactor safety. NRC has obligated $1.8
mllion and expended $200, 000 for projects in this area.
Anong these projects are:

The NRC will provide on-the-job training and technica

assi stance for representatives from GOSATOWADZOR ( GAN) of
Russia on the NRC s process for |icensing nuclear power
reactors.

The NRC wi Il devel op recommendati ons for creating a Russian
system of enforcenent with econom ¢ sancti ons and

i npl enentation of a policy of obligations for operating
organi zations. .

Devel opnent and i npl enentati on of an incident reporting
system based on U. S. reporting requirenments but tailored to
t he nunber and design of operating plants and fue
facilities in Russia.

The NRC wi Il provide technical assistance to GAN-desi gnat ed
personnel in their devel opnent and initial application of
net hodol ogi es for Russian power reactor fire protection and
post-fire safe shutdown analysis regulatory review and

i nspection.



The USNRC wi Il provide an Anal ytical Sinulator(s) to SCNRS--
t he Ukraini an Nucl ear agency--for training of regulatory
per sonnel

The NRC will provide on-the-job training and technica

assi stance for representatives fromthe Ukraine on the NRC s
process for licensing nuclear power plants with particul ar
enphasis on the NRC s safety anal ysis and revi ew process.

V. TRADE AND | NVESTMVENT | NI Tl ATI VES
OVERSEAS PRI VATE | NVESTMENT CORPORATI ON (OPI Q)
Overvi ew.

In Russia and the other New | ndependent States of the forner
Sovi et Union, the opening of new narkets and assi stance for
U. S. businesses seeking access to themis a cornerstone of
the current Adninistration's agenda. U.S. investnent
overseas plays a critical role in furthering our foreign
policy goals, creating U S. exports, jobs and economc
grow h, and inproving Anerican conpetitiveness in the

i nternational marketplace. OPIC received $56 mllion in
FREEDOM Support Act funds in FY1994 to support its
activities in the NIS. By Decenber 31, 1994, OPIC had
approved projects utilizing approximtely $40 million of
these funds. In the next three nonths, OPIC expects to
approve an additional six projects which are expected to
utilize fully the remaining funds allocated in FY1994.

OPIC is pursuing a long-termstrategy of encouraging this
investnment in the NIS by reducing risk for U S. investors.
As of Septenber 30, 1994, OPIC had approved approxi mately
$2.6 billion in financing and insurance to support U.S.
investnments in the NIS. In FY1994 al one, OPIC approvals

i ncl uded nmore than $720 million in financing to support 11
projects and nearly $1.5 billion in insurance to support 30
projects in the NI S

To date, OPIC has al so signed protocols and agreenents that
will potentially provide nobre than $600 million in finance
and insurance support for 11 additional projects in the NI' S
OPICis working with the U S. sponsors involved in these
protocols to turn the agreenents into finance and i nsurance
commi t nent s.

OPI C offers the foll ow ng services:

I nvest nent Fi nance: American investors planning to share
significantly in the equity and nanagenent of an overseas
venture can often use OPIC s finance prograns for nediumto
| ong-term financi ng, available through | oan guaranties
and/or direct loans. OPIC s all-risk |oan guaranties,
issued to U.S. lending institutions on behalf of eligible
U.S. investors, typically range from$10 mllion to $200
mllion. OPICs direct |oans, reserved for overseas

i nvest nent projects involving snall and nmedi um si zed
Anerican conpanies, typically range from$2 to $30 mllion
These types of financing are avail able for new ventures or
expansi on or nodernization of existing, successfu
operations. OPIC also supports a fam |y of investnment funds



that leverage its financial resources in various regions and
busi ness sectors. These privately managed funds are backed
by OPIC guaranties and target energing narkets in the NI'S
and around the world.

I nvest ment I nsurance: OPIC protects U.S. investors against
political risks overseas by providing insurance for Anerican
i nvestments in new ventures and expansi ons of existing
enterprises. OPIC offers insurance against three politica
risks: political violence (war, revolution, insurrection and
civil strife) affecting assets and/or business incong;
expropriation; and the inconvertibility of currency.
Coverage is available for equity investnents, parent conpany
and third party |oans and | oan guaranties, cross border

| eases, and other forns of investment exposure. Coverage
also is available for contractors' and exporters' exposure
in connection with bid and perfornmance bonds, custom bonds,
equi pnment, contractual disputes and other risks. OPIC has
special prograns for financial institutions, |easing and oi
and gas projects.

I nvest ment Devel opnent: OPI C conducts investnent nm ssions
to selected countries in which OPIC operates and has
sponsored investor conferences that bring host country
parties to the U.S. to neet potential U S. investors. These
prograns introduce senior U S. business executives to key
busi ness | eaders, potential joint-venture partners and high-
ranki ng governnent officials who can play an active role in
bringing investnent projects to fruition. OPIC al so sponsors
or cosponsors sem nars and conferences throughout the U S
and overseas as a neans of informng the U S. business
conmunity of investment opportunities abroad.

In FY1994, OPIC led missions to Siberia, the Russian Far
East and Central Asia which focused on sectors including

t el ecomuni cati ons, m ning, manufacturing, energy and
pharmaceutical s and nedi cal equipnent. Oher events
included an G| and Gas briefing for senior executives in
Houston; a conference held in Seattle focusing on
opportunities for Pacific Northwest conpanies in the Russian
Far East; and an Ukrai ni an agribusi ness programin

Washi ngton, D.C. and lowa. OPIC has al so hosted severa
executive briefings to introduce U S. business |eaders to
the NIS. Wile in Washi ngton, the | eaders of four NI'S
republ i cs--Kazakhst an, Ukrai ne, Georgia and Arnmeni a--spoke
at OPIC to hundreds of American business peopl e about

i nvest nent opportunities in their nations.

Schedul ed in early spring 1995 is a London Investor
Conference enabling OPIC to reach out to the European
subsidiaries of U S. conpanies which make many of the N S-
rel ated investnment decisions. Additional conferences and
m ssions planned for 1995 will focus on specific sectors,
such as tel econmuni cations and defense conversion

U. S. conpani es have al ready pioneered projects in the NIS
using OPIC insurance to reduce risk and OPIC finance where
commercial borrowing is unavailable. Projects highlighted
bel ow show the regional and sectoral diversification of
OPIC s current NIS portfolio:



Regi on: Russia Wde

United Technol ogi es/Pratt & Whitney: Announced during the
Sept enber 1994 sunmit between Presidents Clinton and
Yeltsin, OPIC signed a protocol to provide up to $200
mllion in finance and political risk insurance to the Pratt
& Whitney Group of United Technol ogies Corporation for its
aviation project in Russia. Pratt & Whitney has established
a joint venture with Perm Mdtors and the design firm

Avi advi gatel which will design, nmanufacture parts for,

mar ket and overhaul commercial aviation gas turbine engines
and derivatives in the city of Perm Not only is this
venture expected to create over 200 Russian jobs, but it
wi Il also generate alnmobst $65 million in U S. exports.

US West International: OPIC is supporting US West
International Holdings Inc. with an unprecedented $125
mllion | oan guaranty for a Russian tel econmunications
venture. Financing fromOPIC will be used to help
capitalize a tel ecomuni cati ons hol di ng conpany--the Russian
Tel ecomuni cati ons Devel oprment Cor poration (RTDC)--that will
i nvest in and operate various tel ecommuni cations ventures in
t he Russian Federation. The $200 nmillion project is expected
toresult in close to $82.5 nmillion of U S. procurenment over
the next five years. The RTDC s plan is to concentrate on
profitable tel ecom business in the Moscow and St. Petersburg
area and then reinvest profits into regional networks in

ot her growi ng areas throughout Russi a.

Regi on: Siberia

Snyder QG| Corporation: This joint venture will devel op
and produce oil in the Uals region. The US. investor is
SOCO Perm Russia, Inc., a subsidiary of Snyder QO
Corporation and their Russian partner is Incorporated Wrks
Permeft, a Russian production association. OPICis
providing a $40 million | oan guaranty to this project
expected to generate approximately $2 billion in total hard
currency receipts and generate a positive net U S. bal ance
of paynments of approximately $220 million. This project
wi Il enmploy advanced Western drilling technology and is
estimated to result in the procurenent of $90 million of
Russi an goods and $40 million of U S. goods.

Regi on: Russian Far East

Al'l Al askan Seafoods, Inc.: During her visit to Seattle with
Russi an President Boris Yeltsin in Septenber 1994, OPIC
Presi dent Ruth Harkin announced OPIC s commtnent to support
a project by Al Al askan Seafoods, a Seattle-based snal

busi ness and top producer of crab in the Pacific Northwest.
Supported by an OPIC $13 nmillion | oan guaranty, Al Al askan
is leasing 10 catcher ships and a | arge processing vessel to
a recently privatized Russi an conpany, Dal noreproduct, based
i n VI adi vost ok. Operating under the Russian flag, the
fleet is enploying nodern deep-water fishing techniques

whi ch provide significant environmental benefits over the
draggi ng nethod currently used by the Russians. The crab
produced will be sold worldw de. Anmong the nany benefits of
this project are the creation of approxinmately 250 jobs in
Russia and annual U.S. procurenent of $21.4 mllion

Regi on: Central Asia
Kazakhst an:



M1 Drilling Fluids Company: OPIC is supporting a project
of the Houston-based M1 Drilling Fluids Conpany. This
venture will establish a barite grinding mll to supply
drilling fluid products to the regional oil and gas

i ndustry. The OPIC insurance contract for $2.65 mllion was
the first signed for a project in Kazakhstan and occurred
during President Nazarbayev's visit to OPIC in February
1994.

Kyrgyz Republic:

MK Gold: During the 1994 Cctober OPIC nission, OPIC
President Ruth Harkin signed an agreement conmitting nore
than $250 nmillion in U S. Government support to an American-
Kyrgyz joint venture to mne and process gold fromthe

Jer ooy deposit. OPIC has agreed to provide up to $87
mllion in finance and $158 nillion in political risk

i nsurance for this project. Partners in the mning venture
are MK Gol d of Boise, Idaho, and the Kyrgyz gold mning

aut hority, Kyrghygold. This project will generate foreign
exchange for the Kyrgyz Republic, create jobs and mark the
begi nning of many U.S.-Kyrgyz joint investnments. The
project is the first in the Kyrgyz Republic supported by
OPI C.

Regi on:  Ukrai ne

Al liant Techsystens: One of the |argest defense contractors
inthe US., Mnnesota-based Alliant will provide equi pnment
and technical expertise to disnmantle stockpiled conventiona
weapons in Ukraine. The project offers a significant foreign
policy benefit for both countries by reducing the inherent
threat of stockpiled munitions residing in a volatile and
uncertain political environment. OPICis providing $19.2
mllion in insurance to this project, which will generate
$19 million in U S, exports and create 1,000 jobs in

Ukrai ne. A protocol agreenent for up to $10 million in
financing for this demlitarization project was signed on
Novermber 22, 1994 during the sunmt between President
Cinton and Ukrainian President Kuchma at the White House.

Regi on: N S-Wde
The NI'S Maj or Projects Fund: This OPIC-supported fund is

expected to generate $3 billion of investment in the
econom es of Russia and other NIS. OPIC wi |l guarantee two-
thirds of the $300 million that the fund nmanager will raise

fromprivate sector investors. The fund will finance

i nvestnent in various capital intensive industries,

i ncluding netals and mnerals, energy, tinber and ot her
sectors. The fund will enable those industries to nodernize
and to increase capacity for downstream processing of NS
natural resources.

NI'S First Regional Fund: OPIC also signed a conmitnent for
a second fund to support projects in the NIS that wll
generate $1 billion of investnment in the econom es of Russia
and the NIS. OPIC President Harkin signed the conm t nment
with Baring Brothers, the fund manager. OPIC wi |l guarantee
a portion of the $100 million that the fund will raise from
American and international investors. This will be a joint
U S./Russian fund, with the Russian Federation contributing
$1 mllion to it. This fund will provide equity capital in
medi um si zed projects throughout the NIS. The fund wl|



seek capital frommultilateral institutions making it the
first OPIC fund with nultilateral involvenent.

NI'S Agricultural and Food Industry Fund: OPIC s Board of
Directors approved a $75 mllion | oan guarantee for this
fund on Decenber 6, 1994. This $100 nmillion fund is nanaged
by the Agribusi ness Managenent Co. and will invest in
agricultural and food industry busi nesses across the N S.
The Fund expects to make equity investnents in ten to
fifteen conpanies over the next three to five years. Sone
i nvestnments may al so be nmade with U. S. agribusi ness
conpani es. The Fund's | ocal advisor will be the

I nternational Moscow Bank, a consortium bank owned by

Eur opean and Russian financial institutions.

U.S. TRADE AND DEVELOPMENT AGENCY

TDA is a small, independent agency of the Federal government
whi ch assists in the creation of jobs for Americans by

hel ping U. S. conpani es pursue overseas business
opportunities in devel oping and m ddl e-i ncone countri es.
Through the funding of feasibility studies, orientation
visits, specialized training grants and various forms of

t echni cal assistance, TDA enabl es Anmerican businesses to
becore i nvolved in the planning stage of major
infrastructure and industrial projects. Feasibility studies
determ ne the technical, economic and financial viability of
projects, furnishing data which are necessary for arranging
financing and therefore for project inplenentation. TDA
received $16 mllion in FREEDOM Support Act funds in FY1994
to finance these studies and all these funds had been
obl i gated by Decenber 31, 1994.

Projects may be public sector undertakings, planned and

i npl enented by government ninistries or agencies, or private
sector projects including joint ventures in which U S.
conpani es plan to take an equity position. The majority of
projects funded in the NIS are in the private sector. In

ei ther case, TDA nust receive a letter of request fromthe
host country sponsoring organi zati on which includes a
description of the project. |If the sponsor has al ready
identified a U.S. partner, that conpany nust subnmit a
detail ed proposal for the study, prepared according to an
outline which is available from  TDA. TDA generally requires
the U S. firmto provide a substantial portion of the cost
of the study, as an indication of the firnms commtnent to

t he project.

When TDA approves funding for a feasibility study, it signs
a Grant Agreenent directly with the host country sponsor
(the "Grantee"), who then executes a contract for the study
with its selected U S. partner. TDA pays the U S. firm
directly, but only after confirmng the G antee's approva
of the work that has been perforned.

TDA began operating in the NIS in early 1992. Since that
time, TDA has approved a total of $31 million for 226
activities on 150 projects in the NIS. |In FY1994, TDA
obligated $16 million on 92 activities for projects in
Russi a, Ukrai ne, Kazakhstan, the Kyrgyz Republic, Ml dova,
CGeorgi a, Belarus, Turknenistan and Uzbeki stan. The projects



enconpassed a wi de range of sectors, including oil and gas,
t el ecommuni cations, aviation, electric power, nixed use
residential and commercial devel opnent, minerals

devel opnent, and nmanufacturing.

EXPORT- | MPORT BANK

The Export-Inport Bank of the United States (Ex-1m Bank) has
prograns available to support U S. exports to nost of the
New | ndependent States. Ex-Im Bank provi des coverage for
repaynent terns up to 180 or (in sone cases) 360 days

t hrough our Insurance program This programis designed to
support financing for the sale of consumabl e goods, raw

mat eri al s, pharmaceuticals, comopdities, spare parts, and
conponents. It essentially insures the U S. exporter, or
its bank, against risks of nonpayment by a foreign buyer or
bank. Ex-Im Bank received $300 nillion in FREEDOM Support
Act funds to support its projects in the NIS. As of
December 31, 1994, all of these funds had been obli gat ed.

Ex- 1 m Bank nmedi um and | ong-term guarantees, direct |oans and
i nsurance are available for sales of capital equipnent and
services, but are available on a limted basis for NIS

st at es.

Ex-I m Bank activities in Russia include:

Sovereign Ri sk Program For FY94, Ex-Im Bank approved
financing to support $280 million in U S exports for
various projects including:

$25.6 mllion Sun Coatings sale of glass coating equi pnent.

$56.9 mllion Babcock & Wl cox sale of a boiler for a forest
products plant.

$135 million Hunter Engineering of Riverside, CA sale of an
upgrade programincluding a cold rolling mll to produce
sheet al um num for an al um num pl ant.

Support was al so provided for the sale of textile
manuf act uri ng equi pnent, nedi cal and pharnaceutica

equi pment, concrete bl ock manufacturing equi prent and saw
m || equi pnent, anmong ot hers.

Ol and Gas Framework Agreenent: The G| and Gas Franework
Agreenent was signed on July 6, 1993 by the Russian Mnistry
of Fuel and Energy, the Russian Mnistry of Finance, the
Russi an Central Bank and the Export-Inport Bank of the
United States. The Franework Agreenment is designed to
provide Ex-lmBank with the security it will need to provide
$2 billion or nore of financing in support of U S. exports
for the revitalization of the Russian energy sector

During FY94, Ex-Im Bank approved $1.1 billion for six
transacti ons under OGFA. The financing will support upgrade
and rehabilitation prograns for oil production associations
and refineries, including those for Permmeft,

Ni zhnevart ovskneftegaz, Chernogorneft, Tatneft, Lukoil-Perm
Refi nery and Ni zhnekanskneftekhi m



During first quarter of FY1995, Ex-Im Bank approved an
additional $351 mllion for four nore deals to support sales
for rehabilitation prograns to Samaraneftegas, Tonskneft,
the Yaroslavl Refinery, and the Norsi Refinery.

Pri vate Bank Ri sk:

$15 million Credit Guarantee Facility between Bank of New
York and Tokobank

$411.3 mllion General Electro Mechanical Corporation sale
of aircraft riveting equi pnment to Vol ga-Dnepr Cargo
Airlines.

The new high risk policy allowed us to open for nediumterm
business in NIS states where previously we had been only
open short-term Ex-Im Bank activities in the other New

I ndependent States include:

In July 1994, Ex-Im Bank approved the first transaction for
Kazakhstan for $23.4 mllion in equipment to build a citric
acid plant.

In February, 1994, Ex-Im Bank approved the first Prelimnary
Commi tment for Uzbekistan for $58.8 mllion for a natura
gas reinjection facility to Uzbekneftegas.

Ex-1 m Bank has signed Project Incentive Agreenents (Pl As)
wi t h Kazakhstan, Turknenistan and Bel arus, and has proposed
Pl As to Ukraine and Uzbeki stan. The PIA's are a Franework
for the necessary governnental assurances for Ex-ImBank to
go forward on limted recourse project finance deals and
secured asset financing in these countries.

Hi ghlights fromthe year

Yeltsin/Cinton Summt: During the visit of the Russian
President Yeltsin during September 1994, Ex-Im Bank acted to
support nmore than a billion dollars in U S. exports.

Ex-1 m Bank and the Russian borrower, |ITCS signed a joint
statenment of support for the sale of a $124 nmillion

| BM Anerican Airlines/AT&T Airline Reservations System for
the International Technol ogy Center, Sirena-3 (ITCS)

Transacti on Agreenents were signed to support nore than $500
mllion in sales of U S. oil production equipnment to Russia.
This included a $54.5 nillion export by IR Internationa

Cor poration of Panpa, TX to Chernogorneft in Tyumen $253.5
mllion to Tatneft in Tatarstan; $293.4 nillion export to

Ni zhnevartovskneftegas in Western Siberia; $271.8 mllion to
Permmeft in Perm

Si gned three agreenments backed by the soverei gn guarantee of
Russi a supporting total exports of $63.4 mllion for the
sal e of glass coating equi pnent, concrete bl ock naking

pl ants and nedi cal equi pnent.

Ex-1 m Bank announced the authorization of financing for $135
mllion sale of sheet alum numto Krasnoyarsk Metallurgica
Pl ant (KraMz) in Krasnoyarsk, Russia.



Pol i cy Changes: On August 1, 1994 Ex-Im Bank put into

ef fect a new high risk exposure fee policy. By charging a
hi gher fee, Ex-Im Bank opened in countries where we were
previously closed. This had a najor inpact on a nunber of
former Soviet Union countries where we opened fromonly
short-termto nediumterm Turkmeni stan and Uzbeki stan were
af fected and i n Kazakhstan we opened to include |ong-term
public sector cover as well

Gazprom Menor andum of Under standi ng: On Novenber 8, 1994 Ex-
I m Bank signed a Menorandum of Understanding with Gazprom
Russi a's gas production and distribution company. Under

this MOU, Ex-ImBank is prepared to support financing for as
much as $750 mllion for the purchase by Gazpromof U. S.

equi pment to assist it in increasing the efficiency and
productivity of the Russian gas sector

ENTERPRI SE FUNDS

The U.S. Agency for International Devel opnment (USAID) has
obligated a total of $214 million, including $194 nmillion in
FY1994 ($316 mllion was originally budgeted), and expended
$58 million supporting the establishment of Enterprise Funds
in the New | ndependent States (NIS). The Funds are desi gned
to stinulate the creation and expansi on of newly privatized
or privatizing businesses in the energing market econom es
of the NI'S. They conpl enment other USAID prograns created
for the purpose of assisting Russia and the other forner
Soviet republics in the transition fromconmmand to narket
economi es. An additional $65 million is budgeted for this
project in FY1995.

USAI D has established three bilateral Enterprise Funds: the
Russi an- Areri can Enterprise Fund (RAEF), the Central Asian-
American Enterprise Fund (CAAEF) and the Wstern NI'S
Enterprise Fund (WNI SEF). These Funds nay take equity
positions or nake |loans to privatized or privatizing snall -
to nediumsized enterprises in those countries. Enterprises
may include Western, particularly American, investors. In
certain instances, the Funds nmay al so support technica
assistance and training related to their actual or potentia
i nvestments and | oans. Loans may be offered either directly
or in conjunction with comrercial banks. Underscoring the
principle that sound investnents can best be acconplished by
i nvest nent professionals, the U S. Governnent has a limted
role in the Funds' day-to-day operational and investnent
deci si ons, although USAID carefully nonitors each Fund's
activities. Each Fund is governed by a Board of Directors
announced by the President of the United States. These
Boards hire and oversee a staff of experienced business and
i nvest nent specialists to nanage their respective Fund.

Toget her, the Board and the managenment team for each Fund
will have the flexibility necessary to make critica
managenent and operational decisions.

The Russi an American Enterprise Fund
Gerald Corrigan, the former President and CEO of the Federa

Reserve Bank of New York, serves as Chairman of the Board of
the RAEF. The President/CEO of the RAEF is M. A. Robert



Towbi n. The RAEF has offices in New York, Mscow and
Khabarovsk in the Russi an Far East.

The RAEF has closed two direct investnments worth close to
$1.3 million: a wonen's clothing factory outside of Mscow,
and a nmodern wood veneer plant in Archangel sk which is being
jointly financed with the EBRD

In addition, under its snmall business |ending programthe
RAEF has signed agreements with 8 Russian private banks in
St. Petersburg, Moscow, VI adivostok and Khabarovsk that will
provide | oans of up to $100,000 each to small private
enterprises. The Fund expects its snall business |ending
portfolio to growto $12-15 nmillion wi thin the next year

The Central Asian Anerican Enterprise Fund

USAI D has established the CAAEF to pronpte the creation and
expansi on of small- and nmedi um si zed busi nesses in
Kazakhstan, Kyrgyz Republic, Tajikistan, Uzbeki stan and
Turkmeni stan. Former New York Congressman Stephen Solarz is
t he Chairnan of the CAAEF Board. The CAAEF has opened an

of fice in New York and has appointed R chard Bernstrom as
its President/CEO who will be based in Tashkent. In
addition, the CAAEF is expected to open an office in Al maty,
and may establish offices in the other Republics.

The Western NI'S Enterprise Fund

USAI D has established the WNI SEF to serve Ukraine, Bel arus
and Mol dova. denn Hutchins, now with the Bl ackstone G oup
in New York, will serve as the Chairnman of the WN SEF Board
A key issue deternmning the effectiveness of the WN SEF,
particularly the potential for productive private

i nvestnment, will be progress on econonic reform
particularly in Ukraine and Bel arus. The WNI SEF has opened
an office in New York and in Kiev, and has appointed Scott
Carlson as its President/CEQO

Fund for Large Enterprises in Russia

I n devel opi ng a package of technical assistance support for
Russia, the G 7 nations created the Special Privatization
and Restructuring Program (SPRP), which includes both
bilateral and nmultilateral initiatives. As the principa
bil ateral conponent of the U S. contribution to the SPRP
USAI D has established the Fund for Large Enterprises in
Russia (FLER). The FLER is ainmed at neeting the special
needs of mediumto large enterprises (1,000 to 10,000

enpl oyees) in certain reformoriented regions in Russia.
Those enterprises require access to urgently-needed equity
and | oan capital as they energe fromthe mass privatization
efforts now underway in that country.

In January 1994, President Cinton announced W M chae

Bl umenthal , the fornmer Treasury Secretary in the Carter
Adm nistration, as the FLER s Chairman of the Board of
Directors. USAID and the Overseas Private |nvestnment
Corporation (OPIC) are the co-sponsors of the FLER, which
will provide equity, credit, and related technica
assistance to larger-sized enterprises that have occupied



key positions in the Russian econony, either by virtue of
their size, level of enploynent, or position in
strategically significant sectors of Russia's econony. FLER
activities should result in successful support to the
restructuring of a select nunber of privatized Russian
firms, expansion of private sector enploynment opportunities,
devel opnent of several U. S. -Russian joint ventures, and
generation of projects which successfully |leverage U. S.
private sector capital. The FLER will give particul ar
attention to potential investnents in conmpanies considered
too risky by other private investors, due to either |ack of
track record or the fluid political and econom ¢ environnment
in which they operate in Russia. The President/CEO of the
FLER is M. Austin Beutner. The FLER has offices in New
York and Moscow.

I n Decenber, 1994 the FLER closed on its first deal, a $3.75
mllion equity investment in U S. dobal Health, a western
style outpatient facility in Mdscow i n which Pepsi Co and

Col unbi a- Preshyt eri an have al so i nvested.

FLER has al so announced prelimnary agreenent to provide a
$13.5 mllion financing package to UNOC Equi prent and
supply, a new joint venture to produce technologically
advanced drilling rigs. UNOCis a joint venture of

Ural mash, a | eadi ng Russian industrial conpany, and the
American firnms of National QG lwell and Caterpillar

EBRD Russia Small Busi ness Fund

At the Tokyo Summit in July 1993, G 7 nenbers decided to
create a Russia Snmall Business Fund (SBF) to provide newy
created small and mcro enterprises in Russia with access to
needed capital and technical assistance. Total funding for
the SBF is targeted at $300 million, half of which will be
provi ded by the European Bank for Reconstruction and

Devel opnent (EBRD). The renmi nder will be provided by other
G 7 nations. The USG through USAID, will contribute $30
mllion.

The first activity of the EBRD/SBF is a $10 million Pil ot
Program desi gned to determ ne the appropriate structure and
operation for the full-scale $300 nmillion SBF, given the
inflationary environnent and underdevel oped state of
Russia's financial infrastructure.

USAI D has contributed $2 mllion to the establishment of the
$10 million Pilot Program and expects to contribute up to
$7 mllion to an expanded version of the Pilot Program The
ext ended Pil ot Program uses three approaches to provide
finance to mcro and snall businesses: a business advisory
conponent, a mcro-lending program and a | ending wi ndows
program using existing financial institutions. Activities
are underway in Tula, N zhny Novgorod, Tonsk, St

Pet er shurg, Novosi birsk and Samara. Foll owi ng conpl etion of
the Pilot Program and assessnment of its inpact, USAID is
expected to contribute to the full-scale SBF

U. S./ EBRD Regi onal Venture Fund in the Lower Vol ga Region

G ven the enornous need of equity financing for the Russian



private sector, the U S. CGovernnent, other G 7 donors and
nmultil ateral devel opnent institutions |ike the EBRD and the
I nternational Finance Corporation are working actively to
devel op regional equity funds in various regions in Russia
that are inplenenting econom c reforns.

USAI D and the EBRD have established a regional venture fund
for enterprises in the Lower Vol ga Region (Vol gograd,
Saratov and Samara) that have recently undergone
privatization and show reasonabl e prospects for operating on
a viable conmercial basis.

BUSI NESS | NFORMATI ON SERVI CE FOR THE NI'S (BI SNI'S)

BI SNI' S provi des informati on, counseling, contacts and trade
leads to U.S. conpanies interested in doing business in the
Newl y | ndependent States (NI'S) of the former Soviet Union
BISNIS al so assists NIS conpanies find Anerican partners.
In FY94, BISNI S handl ed al nbst 60,000 inquiries. |In FY94,
Bl SNI S expanded its services and many U. S. conpani es have
successfully entered the NIS nmarkets as a result.

Approxi mately 90 percent of BISNI'S costs have been funded
fromU. S. assistance funds. The FY94 budget is $1.9
mllion, $1.0 million was obligated and $1.0 million has
been expended.

Information Hotline: BISNI'S provides infornmation on howto
do business in the NIS and on USG progranms supporting trade
and investnment in the region, including TDA, OPIC, Ex-Im
Bank and the various enterprise funds.

BISNIS fielded over 30,000 tel ephone calls in FY1994, and
over 75,000 inquiries since it opened in June 1992. CQueries
to the office remain high at 700-900 calls per week. Many
callers are "repeat" callers, affirmng their satisfaction
with the assistance received.

In FY94, over $900 million in export sales for 1994-95 have
been attributed to the assistance provided by BISNIS, with
another $1 billion in negotiation

Fl ashfax Service: BISNI'S uses this automated fax

i nfornation delivery system available 24-hours a day, to
distribute critical narket information, including trade

| eads, country commercial overviews, information on sources
of finance, a trade pronotion cal endar, and contact
infornation for key officials and agencies in each NI'S
country.

Over 400 docunents were distributed by flashfax in FY94.
New i nformation is entered every week. Al npost 30,000 calls
were made to it in FY94, averaging 550 inquiries per week

The busi ness conmmunity has conme to depend on this service to
keep them updated on the NIS markets. One snall business
owner clains, "it beats anything | have encountered in the
private or public sector.”

BISNIS Bulletin: This newsletter is the prinary vehicle for
informing the U.S. business comunity about new U. S.
CGovernment prograns supporting trade and investnent in the



NI'S, as well as upcom ng trade m ssions and trade shows,
changes in trade rules and regul ati ons, and ot her
significant market devel oprments.

Over the past year, 7,000 additional U S. conpani es have
requested to receive this publication, bringing the tota
subscription to 19, 000.

In FY94, the newsletter focused it reporting on banking,
privatization, transportation, taxation, and results of the
Presi dential Business Devel opment M ssion

A regular colum in this newsletter, "Regional Corner,"
gives U S. conpanies information on cities outside of Mscow
and St. Petersburg. City officials from Tolyatti,
Cherepovets, Mladimr and Kaliningrad report that dozens of
conpani es contacted them and several business partnerships
and deals were conpleted after their cities were featured in
the BISNI'S Bull etin.

Critical Market Information Initiative: One of BISN S
main goals is to collect critical infornmation on these
enmerging markets and to get it out to the business
conmuni ty.

BISNI'S has contracted with | ocal nationals or organizations
to work as Overseas Network representatives at U S. and
Forei gn Commercial Service (US&CS) O fices and enbassies in
the NIS to identify potential partners and coll ect

comerci al information.

In FY94, BISNIS had contractors in Mdscow, St. Petersburg
VI adi vost ok, Khabarovsk, Yekatarinburg, Kiev, Tashkent,

Al maty, Thilisi, Dushanbe, Chisinau and Bi shkek. BISN'S
often communi cates with these contractors through | NTERNET
and can query them when a questions froma business caller
can not be answered with the information at hand in

Washi ngton, D.C.

As a result of this initiative, BISNIS can provide detail ed
mar ket information not easily avail abl e el sewhere, such as
contacts in the construction and housing sector in Russia,
Uzbek tax incentives for foreign investors, an overview of
the Ukrainian steel industry, an overview of the

hydroel ectric industry in Tajikistan, and tariff schedul es.

BISNIS trade specialists use the Overseas Network and ot her
sources of information to regularly update conmmercia
overviews they have witten for all 12 NI'S countries.

BI SNI' S al so has established very close relationships with
all U S Governnent agencies with prograns in the N S that
support trade and investnent. As a result, many U. S
Government agencies can refer their business callers to

BI SNI'S and know that the caller will have their questions
answer ed.

BISNIS worked with U. S. Government agenci es providing
financing to wite a conplete guide to "Sources of Finance
inthe NIS." Over 10,000 U.S. conpani es have requested and
recei ved this publication



Mat chnaki ng Program The BISNIS Search for Partners

newsl etter lists NI'S conpanies |ooking for U S. partners.
BISNIS receives the leads fromits Overseas Network, NS
enbassies in the United States, U S. enbassies in the NI'S

t he Peace Corps, and organi zations funded by USAID t hat have
contact with NS busi nesses.

In FY94, BISN'S doubl ed the number of Search for Partners

i ssues published and half of the issues doubled in size.
The issues focused on the follow ng sectors: energy and
envi ronnent, housing and construction, healthcare, consuner
goods, defense conversion, machinery, agribusi ness and
general services.

After being listed in the Search for Partners, an NIS firm
general ly receives a dozen to several hundred replies from
Ameri can conpanies. In Ukraine, 27 conpani es have been
listed in Search for Partners and there are 10 ongoi ng
negoti ati ons.

Several NS firns have beconme regul ar distributors for

Ameri can products after being listed in Search for Partners,
| eading to business for the NIS firmand i ncreased overseas
sal es for the Anmerican conpani es.

Conmercial Opportunity Alert: BISNIS works closely with
US&FCS, the EBRD and the Wirld Bank to publish information
on tenders and trade leads in the Comrercial Opportunities
newsl etter and in the Flashfax. BISNIS trade specialists
al so contact conpanies directly when they |earn of nmjor
proj ects under consideration in the NS

A maj or nedical conpany from New Jersey sold several nillion
dollars worth of pharnaceuticals and supplies to Russia
after it saw information on a Wrld Bank tender listed in
this newsletter.

A snall trading conpany in New Ol eans has tapped into the
Central Asian market for food supplies after seeing an
opportunity listed in this newsletter

Several U.S. mning conpanies are conpeting for |arge
tenders that were listed in the newsletter for Russia and
Central Asia

The U.S. tel econmmunications industry credit several multi-
mllion dollar deals to BISNIS after receiving critica
information fromthe office for nmmjor projects.

Def ense Conversion Partnerships: BISNIS works with
Conmer ce's Bureau of Export Adm nistration (BXA), the
Def ense Departnent and the State Departnent to publicize
various prograns supporting defense conversion. It

regul arly features defense conversion in its Search for
Partners newsletter.

In FY1994, BISNI S becane the main source of information
about DoD initiatives to provide seed funding for joint
ventures involved in defense conversion. BISN S published
several articles on Cooperative Threat Reduction program



funding and alerted U. S. conpanies to deadlines to apply for
f undi ng.

BI SNI S devoted two i ssues of its Search for Partners
publication to defense conversion, publishing approxinmately
100 | eads.

A snall defense firmin California gives credit to BISNI'S
for helping it land a $135 m|lion export deal to Russia
related to defense conversion

Central Asia Business Conference: BISNS organized a U S. -
Central Asia Business Devel opnent Conference in Washi ngton
DC in May 1994, hosted by Secretary Brown, and attended by
his counterparts fromthe five Central Asian countries.

The conference attracted close to 650 participants fromthe
private and public sectors and was the | argest event ever
held to facilitate trade and i nvestment between the United
States and countries of Central Asia. The Central Asian
partici pants were ecstatic over the attendance and the
attention the conference received.

Several mmjor U S. corporation nmade contacts at the
conference that have allowed themto pursue najor deals in
m ni ng, telecomunications, and oil and gas.

Commercial Visitor Program BISNIS is regularly contacted
by private and public groups sponsoring visits of NI'S

busi ness peopl e and governnent officials to arrange
briefings on U S. Governnent progranms supporting trade and
investment and to facilitate contacts with Anerican
conpani es.

In FY94, BISNI S arranged prograns for oil and gas
representatives fromthe Russian Tyunen region, for
Ukr ai ni an heal thcare officials, senior mning executives
fromthe Russian Kol a peninsula, prom nent Russian chem ca

i ndustry executives, business groups from Tajikistan and the
Kyrgyz Republic, mners fromthe Yakutia/ Sakha region in
Russi a, Russian entrepreneurs from Moscow, St. Petersburg
and Ml adi vost ok, Ukrainian coal executives, and others.

U. S. conpanies were able to nake excell ent busi ness contacts
and several nulti-mllion dollar deals are in negotiation as
a result.

GQuide to U S. Governnent Prograns in the NIS: BISNIS wote
and USIA translated i nto Russian and Ukrai ni an the bookl et
"Trade with Anmerica: A @Quide to U S. Governnent Prograns."

The guide is witten for an NI'S audi ence and expl ai ns and
gi ves contact information for Commerce Departnent prograns,
USAI D prograns, USIA prograns, Ex-Im Bank, OPIC, USDA, TDA
Ener gy Departnent prograns, Enterprise Funds in the NS
Eur asi a Foundati on, Peace Corps, business internship
prograns and others of interest to NI'S businesses and
entrepreneurs.

Thousands of copies are avail able at every enmbassy and
consul ate and through the USAID-funded organi zations in the



NI'S. BISNI'S provides the guides to NI'S groups visiting the
Conmer ce Departnent and at conferences. Copies are also
bei ng nade avail abl e to Congressi onal del egati ons and seni or
Adm nistration officials traveling to the region to give to
NI S of ficials and busi ness people they neet.

Qutreach to U. S. Companies: Many U S. conpani es are not
aware of the growing opportunities for making noney in the
former Soviet Union. For the first time, annual exports of
U.S. manufactured goods to the region will reach $2 billion
in 1994, growing at twice the rate exports are growing to
the rest of the world. U S. manufactured exports could

i ncrease dramatically over the next decade if Anerican
conpani es establish a market presence now. BISN S has

| aunched an effort to inform Ameri can conpani es about the
opportunities, the new sources of finance, and ot her

assi stance the USG can provide as they explore these newy
emer gi ng mar ket s.

BI SNI' S trade specialists have participated in conferences
and seminars in Colunmbus, Chio; MIwaukee, W sconsin;
Seattl e, Washi ngton; Anchorage, Al aska; Los Angel es,
California; Atlanta, Georgia; Philadel phia, Pennsylvania;
New York City; Pittsburgh, Pennsylvania; Detroit, M chigan
Portl and, Oregon; Chicago, Illinois; Las Vegas, Nevada;
Denver and Vail, Col orado; Boston, Mssachusetts; and
Houst on, Texas,

BISNIS works closely with the State Departments of Trade and
Econoni ¢ Devel opnment, including those for Washi ngton, New
York, M nnesota; Pennsylvania; Wrld Trade Centers including
Al aska, Wrld Trade Center Denver, Wrld Trade Center St
Loui s, and hundreds of Congressional Ofices to help US.
conpanies find the information they need to tap into the
growi ng opportunities in the NS

THE AMERI CAN BUSI NESS CENTER PROGRAM

This report describes the progress nade in inplenentation of
Section 301 of the FREEDOM Support Act regardi ng American
Busi ness Centers in Russia and the New y |Independent States.
Section 301 authorizes up to $12 million for the U S

Depart nent of Comrerce (the Departnent) to administer the
Ameri can Busi ness Center (ABC) Program through funding from
the U S. Agency for International Devel opnent (USAID). The
programis goal is to pronpote the rapid expansion of U S
trade and investnment in the Newy |Independent States (N S)
of the former Soviet Union, with enphasis on snall- and
medi um sized U. S. firms.

Five ABCs will be operated by and |ocated with the US&FCS
posts in St. Petershburg and VI adi vost ok, Russia; Kiev,
Ukrai ne; Al maty, Kazakhstan; and Tashkent, Uzbekistan
These five are "co-located" sites. The ABCin St

Pet ersbhurg opened in July 1994. The ABC in Vladivostok is
expected to open in early 1995, and Kiev, Al nmaty and
Tashkent are expected to open in md-1995.

Nine ABCs will be established and operated by private sector
entities, mainly through cooperative agreenents with the
Departnment. These "sol 0" ABCs will be located in NIS cities



with no US&FCS presence. Seven awards have been nmade for
sol 0- ABCs in Ni zhny Novgorod, Yekaterinburg, Vol ogograd,
Chel yabi nsk, N zhnevartovsk, Novosibirsk, Russia and M nsk,
Bel arus. Two additional awards are expected to be granted
this winter. NS cities under consideration for the
remai ni ng sol o- ABC site include Yuzhno Sakhal i nsk i n Russi a.
The ABC i n Khabarovsk, Russia is currently operated through
an interi mmanagenent contract with oversight by the
Commercial Oficer in VlIadivostok

ABCs provi de American conpanies with a broad range of

busi ness devel opment and facilitation services including:
i nternational tel ephone and fax; short termoffice space;
sem nar and exhi bition space; assistance with arrangi ng
appoi ntnents; secretarial assistance; word processing
equi pment; interpretation and translation; photocopying;
mar ket research and counseling on | ocal nmarket conditions

and busi ness practices. The ABCs will provide significant
benefits to NIS firns such as business training, technica
assi stance, and use of a comercial library which will serve
as a repository for comrercial, |egal and technica

information. The ABCs will enhance the ability of NIS firns
to becone viable trade and investnent partners for U S.
firms.

Chal | enges

The US&FCS is proud of the Anmerican Business Center (ABC)
Program and the progress made in neeting its goals to date.
Solid progress was made toward the establishnent of both the
co-located and solo ABCs in Russia and the NIS. In the

i nterest of transparency, however, we feel it is inportant
to identify the chall enges that have energed, especially at
this stage of the programi s evolution. These problens,
noted in the site status reports, are caused prinmarily by
Russi an governnent bureaucratic inpedi ments and/or a | ack of
cooperati on between U.S. governnent agencies.

U.S. - Russian Bilateral |ssues: The Russian CGovernnent
confirmed the |location of ABC sites during the Gore-
Chernonyrdi n nmeetings on June 23, 1994. The confirmation

took place through an exchange of letters between Secretary
of Commerce Brown and M nister Davidov ensuring Russian
Government cooperation in establishing the solo-ABCs in the
selected cities. Later, the Mnistry of Foreign Economc
Affairs (M nFER) determ ned that a separate Governnent Order
is required to grant formal Russian concurrence on the
cities in which an ABC can be |ocated, and to activate the
various Russian Governnment promnises as chartered in the

Bi |l ateral Assistance Agreenent and the subsequent ABC

speci fic Menoranda of Understanding (MOUs) between the
Governnents of the United States and Russia. The State
Custons Conmittee and its regional representatives recognize
neither the Bilateral Assistance Agreenment nor the MOUs, and
consequently, the State Custons Committee arbitrarily |evied
taxes and duties on ABC itens that should be exenpt. W
expect the Governnent Order to help to solve these problens,
though it will not be a panacea for the nany bureaucratic
chal | enges faced in Russia.

I ntragovernnental Relations: The establishnment of co-



| ocated American Business Centers from ground zero requires
finding suitable office space which is scarce and requires
renovation to bring it up to Western standards. This, in
turn, requires intensive interaction between agencies within
the U S. Governnent, and especially between the Departnents
of Commerce and State. US&FCS has worked with the
Departnent of State's Foreign Buildings Qperations (FBO
office to resolve a nunber of these issues, but FBO has not
nmade the ABC programa priority adding to the difficulties
in establishing the centers.

Status of ABC Sites
Co-located Sites

Al maty, Kazakhstan - Wbrking with the U. S. Information
Service (USIS), the US&FCS | ocated suitable office space for
the ABC FCS site in Almaty. In August 1994, however, USIS
decided to withdraw fromthe Almaty site. Because USIS had
the bulk of the space for and cost of renovation, US&FCS
could not proceed with the original contractor for
renovation. As a result, the renovation schedule for the
ABC/ FCS i s del ayed. US&FCS now antici pates that the
renovation of the site will be conplete and the ABC open for
busi ness in Spring 1995.

Khabar ovsk, Russia - The start-up of the Khabarovsk ABC,

i ncluding hiring and training personnel, was conpl eted
during fourth quarter FY1994. The ABC began offering

busi ness services in Septenber with a Grand Openi ng
schedul ed for early 1995. The opening of the Center

foll owed the signing of an interi mnanagenent contract

t hrough January 1, 1995 with d obal Village Tradi ng and

Paci fic Law Center. The FCS/ ABC in VI adi vostok continues to
over see the managenent contract.

Kiev, Wkraine - For nearly tw years US&FCS has worked
through FBO to award the construction contract to renovate
the future ABOFCS in Kiev. In response to continuous
pressure from US&FCS, FBO revised their schedule to award a
contract from February 1995, to Decenber 1994. US&FCS
antici pates the renovation/construction of the ABC to begin
in early 1995 with conpletion in Spring 1995. Gven this
schedul e, the Kiev ABC/ FCS is schedul ed to be open for
business in late Spring or Sunmer 1995.

St. Petersburg, Russia - The ABC St. Petersburg unofficially
opened its doors on July 11 and received its first paying
client on July 13. Oficial approval by the |oca

government to occupy the site was granted in Septenber and
the Grand Qpening of the ABCin St. Petersburg took place on
Septenber 9, 1994. The Director General of the US&FCS

Lauri Fitz-Pegado, was the guest of honor at the ribbon
cutting cerenpny and was joined by DAS for Internationa
Qperations, Robert Taft. The cerenony was i nmedi ately

foll owed by an open house/reception attended by over 250
Russi an and Anerican officials fromboth the public and
private sectors.

The ABC St. Petersburg provided services accounting for 108
paid transactions in the follow ng categories: office



rentals, carrel rentals, tel ephone and fax services, word
processi ng and typing services, and nail box services. In
addition, the Commercial Library (which is located within
the ABC facilities) received over 600 visitors, and the ABC
receives a steady daily flow of inquiries regardi ng ABC fees
and services. The ABC Conference roomwas al so used once
for a neeting of the directors of all AlID sponsored prograns
in Northwest Russia, and twi ce by the Overseas Security
Action Conmittee, which was recently created with the
assistance of the U S. Consulate in St. Petersburg.

Tashkent, Uzbekistan - After a two-year search for a
suitable location for the co-located ABC, the Enbassy signed
a lease in August. FCS had difficulty in securing a

| ocation for the ABC/ FCS because of a shortage of suitable
bui | di ngs in Tashkent and del ays caused by the | oca
government. The lease will be shared by three U. S

CGover nment agencies, the other two being USAID and USIS.

The deci sion was nade to contract locally for the renovation
because of FCS' s experience with contracting through FBO for
other co-located sites. However, FBOw Il still need to
assist Post to contract locally due to limtations on Post
contracting authority. Therefore, FCS again faces
difficulties receiving FBOs commitnent and priority in
letting the Tashkent renovation contract. FCS hopes that
the contract is let in early 1995 so that the ABC can open
in md-1995.

VI adi vost ok, Russia - ABC Vladivostok is fully staffed and
began operating in its tenmporary site at the Qi npiyets
Sports Conplex in Vladivostok. In |late Septenber, a team
fromFBO traveled to VI adivostok to evaluate the facility
proposed as the new U S. Consulate. FBO s assessnent that
the new Consulate will be ready for occupancy in 12 to 18
nonths (FY 1996) nmeans the ABC will remain co-located with
the FCS offices in the Conplex for at |east another year
Nevert hel ess, the Center is providing services, and w ||
have its unofficial opening on January 4, 1995.

Solo Sites

Chel yabi nsk, Russia - International Anerican Products, Inc.
(I AP) was awar ded t he Chel yabi nsk ABC in Russia on July 18,
1994. The facility for the American Busi ness Center -

Chel yabi nsk was located in md-July and the | ease contract
was executed in Cctober. Renovation of the basic facility
was conpl eted and the American Business Center - Chel yabi nsk
occupied its space in the Econom cal Departnent on Cctober
16. The Governor of Chelyabinsk issued a letter officially
acknow edgi ng the status of the Anerican Busi ness Center and
confirmng recognition of the special custons and tax
exenptions contained in the Agreenents and Protocols between
t he Russian and the American governnents.

M nsk, Belarus - After ironing out sone conplex regul atory
i ssues regarding construction with federal funds, the ABC
Sel ection Panel selected Americom Business Centers, Inc. as
the ABC award recipient for Mnsk. At the end of Septenber,
the Departnent cleared the application and sent the award
transmttal letter. The grant was accepted in COctober, and
t he Departnent of Commrerce will hold orientations for



Americomearly in January, 1995.

Ni zhnevartovsk, Russia - The Environnental Planning G oup
(EPG of Barrington, Illinois signed a cooperative agreenent
in March, 1994, to establish and operate the Anerican

Busi ness Center in N zhnevartovsk, Russia. The ABC s
official registration is being del ayed pendi ng revi ew of the
regi stration docurments by the Russian governnent. The G and
Opening of the ABC Ni zhnevartovsk took place on July 28. In
attendance at the opening were regional industry
representatives, |local government officials including the
Mayor of Ni zhnevartovsk and representatives of the

US&FCS/ Mbscow. As of COctober 1994, the ABC Ni zhnevart ovsk
is approximately 90 percent operational, and full services
are expected to be avail able by the new year. The Center
had its first year evaluation in Novenber, and shortly
thereafter received U S. Amrbassador Pickering and a high-

| evel del egation fromthe Departnent of Comrerce. The

del egation was inpressed with EPG s operations and the visit
gal vani zed the ABC s already strong position within the

| ocal conmunity.

Ni zhny Novgorod, Russia - The Anerican G aduate School of
I nt ernati onal Managenent (Thunderbird) was awarded the ABC
in Nizhny Novgorod on May 1, 1994. Thunderbird | ocated
space for the Anerican Business Center at the Institute for
Econoni ¢ Devel opnment in the heart of the commercial center
of Ni zhny Novgorod. The ABC will be regi stered pending

i ssuance of the Russian Government Order, is expected to be
fully operational by January, 1995 and have its G and
Qpening in April.

Novosi birsk, Russia - The Science Applications
International Corporation (SAIC) of San Diego signed a
cooperative agreenent with U S. Departnent of Commerce in
January 1994, Since that time SAIC struggled to develop a
sound relationship with the regional governnent in

Novosi birsk. The Departnent intervened with the Vice
CGovernor of Novosi birsk and things appear to have inproved
sonmewhat. SAIC registered itself as SAIC - Novosi birsk and
is providing services identical to an ABC. They plan to
regi ster as ABC - Novosi birsk and hold a Grand Openi ng
pendi ng the issuance of the Russian Government Order. SAIC
had their first year evaluation in Novenber, 1994 and has
since signed a | ease for space in the Hotel Sibir

Vol gograd, Russia - The Anerican G aduate School of

I nternati onal Managenent (Thunderbird) was awarded the

Vol gograd ABC in Russia on May 1, 1994. Thunderbird | ocated
tenporary office space for the Anerican Business Center at

t he Panorama Museum and staff menbers are continuing to
negotiate for a permanent ABC site. The ABC will be

regi stered pending i ssuance of the Russian Governnent Order
The ABC expects to becone operational over the winter and to
hold a grand opening in April

Yekat eri nburg, Russia - The Pragnma Corporation was awar ded

t he Yekaterinburg ABC on May 1, 1994, and opened its doors
on July 11, 1994. The ABC registered as an official entity
in Yekaterinburg and the necessary equi pnrent was purchased
for the ABC. Sone necessary equi pment was purchased in the
U S., but shipnent is being held in the U S. pending



resol ution of issues surrounding custons and taxes by the
M nistry of Foreign Econom c Rel ations. US&FCS expects
these issues to be resolved with the issuance of the Russian
CGovernment Order.

Pragma began researching and maki ng contacts with NIS firns
and other U S. Governnent- funded prograns in order to
coordinate efforts and share informati on. Exanples of other
organi zati ons and prograns with which Pragma began worki ng

| ast quarter include the American Consul General in
Yekat eri nburg, the International Executive Service Corps,

t he ABC Chel yabi nsk, and the Medical Equipnent & Health
Servi ces Business Devel opnent M ssion to the Urals.

The nedi cal equi pnent trade m ssion was highly successful
due in large part to the involverment of the ABC -
Yekat eri nburg. Between the ABCs in Yekaterinburg and

Chel yabi nsk, over 300 individual business neetings were
arranged for trade m ssion nenbers, and over $10 mllion in
contracts were tentatively concluded. |In addition, the ABC
- Yekaterinburg hosted a sem nar for General Electric's
Power Systens Division which was so successful that GE is
considering a tour of the other cities in Russia where ABCs
are | ocated.

Yuzhno- Sakhal i nsk, Russia - The ABC Panel selected an award
reci pient for Yuzhno Sakhalinsk in Septenber 1994. The
application was submitted and received final clearance from
t he Departnent of Conmmerce. The grant, however, cannot be
of fered until the Russian Government Order approves Yuzhno
Sakhal i nsk as an ABC site.

SPECI AL AMERI CAN BUSI NESS | NTERNSHI P TRAI NI NG PROGRAM
(SABI T)

Overview. The SABIT Programis a unique private sector-U.S.
CGovernment effort designed to support the New I ndependent
States' (NIS) transition to a nmarket econonmy while fostering
long-termU. S.-NI'S comrercial ties. Under SABIT, the

Depart nent of Commerce, with funding fromthe FREEDOM
Support Act, provides grants to Anerican conpanies to help
defray the costs of hosting NI'S managers and scientists for
three to six nmonths of hands-on training.

U S. organizations interested in providing training to NI'S
counterparts apply to SABIT when funds are available. SABIT
eval uates these applications and awards grants on a
conpetitive basis. For those organi zati ons awarded grants,
SABI T rei nburses the cost of each intern's round trip
airfare and a $30 per diem to be given directly to the
intern to cover neals and incidentals. The nmaxi num anmount
for each award is $7,500 for six nmonths of training. The
host firnms pay the remai nder of the costs of the internship
i ncl udi ng housi ng, nedical insurance, and the tine of their
managers who provide the training. The conpanies' costs
usual | y equal or surpass the ampbunt covered by their grants.
Therefore, the SABI T Program achi eves hi gh | everage of
government funds and is extrenely cost-effective.

To date, SABIT has awarded grants to over 180 U.S. conpanies
whi ch have successfully trained nore than 330 NI'S executives



and scientists.

From January 1 to Decenber 31, 1994, 153 interns arrived in
the United States for SABIT training, and 132 interns
conpl eted their training.

SABI T gives priority consideration to U S. conpanies in the
follow ng fields: agribusiness, defense conversion, energy,
environnent, financial services, housing, health care,
product standards and quality control, teleconmmunications
and transportation.

SABIT is a so-called "win-win" opportunity for U S.

organi zations and their NS counterparts, encouraging the
devel opnent of long-lasting business ties and scientific
col I aborati on.

More than 60 percent of the U S. organizations that have
participated in SABIT report ongoing ties with their
i nterns.

Funding: In FY1994, the SABIT programreceived a total of
$5 mllion ($2 mllion in May and $3 mllion in Septemnber)
in addition to the $4 mllion already received in FY1992 and
FY1993, bringing the total funding over the life of the
programto $9 nmillion. SABI T s obligations and disbursenents
i ncreased significantly in FY1994.

The total anpunt of award noneys obligated over the life of
the programis approximately $5 nmillion. This includes

$1, 246, 247 obligated during FY1994, $959, 110 obligated in
the first quarter of FY1995, and $400, 000 of awards in
process which SABIT anticipates obligating in the next two
nont hs.

The total anpunt of award noneys di sbursed over the life of
the programis approxi mately $970, 000, which includes

$644, 553 di sbursed during FY1994 and approxi mately $325, 447
di sbursed during the first quarter of FY1995.

The total anpunt of adninistrative expenditures over the
life of the programis $656, 650, which includes $273, 110. 38
di sbursed in FY1994 and approxi mately $93, 249. 14 di sbursed
during the first quarter of FY1995.

SABI T has made the $7.5 mllion of funding avail able, as
recei ved, through four rounds of conpetition. During the
first round of funding, fromMrch to April, 1992, SABIT
recei ved applications from58 U S. organizations interested
in hosting NIS interns, and awarded funds for 54

i nternships. Under the second round, from My to June 1992,
SABI T received 72 U.S. applications and funded 150
internships. The third round, fromJuly to Novenber 1993,
attracted 110 U. S. applications and resulted in the funding
of 198 internships. Through the fourth round, from May to
Decenmber, 1994, SABIT anticipates funding an additional 200
i nt ernshi ps.

NI'S Participants: SABIT continuously endeavors to diversify
t he program by increasing the nunber of non-Russian interns.
Wil e the program has achi eved notabl e success in this



effort--for exanple, from FY1993 to FY1994, the percent of
non- Russian SABIT interns increased by 10.4 percent--it
remai ns a chal l enge since many of the U S. organizations
interested in doing business in the NIS are Russocentric and
not willing to consider sponsoring interns fromother parts
of the NIS. A breakdown of SABIT interns' home countries
fol | ows:

In the first round, SABIT funded 1 intern fromArnmenia, 1
from Kazakhstan, 44 from Russia, 5 from Ukrai ne, and 3 who
have not yet been naned.

In the second round, SABIT funded 9 interns fromBel arus, 1
from Kazakhstan, 1 fromthe Kyrgyz Republic, 1 from Ml dova
110 from Russia, 19 from Ukraine, 1 from Uzbekistan, and 8
who have not yet been naned.

In the third round, SABIT funded 7 interns from Bel arus, 5
from Georgia, 8 from Kazakhstan, 73 from Russia, 24 from
Ukrai ne, 2 from Uzbeki stan, and 79 who have not yet been
named.

O the interns funded and sel ected under the fourth round to
date, 29 are from Russia and 7 from Ukrai ne.

Fol | owup: To further encourage U S.-N'S col | aboration and
trade, SABIT provides several foll owup support services for
the interns after they have returned to the NI'S, including
an Alumi Network. SABIT has nade an effort to involve the
alumi in admnistering the network in the hopes that it can
become "their" organization while maintaining support from
SABI T. Though not yet at that stage, progress has been made
in that direction.

In March 1994, Conmerce Secretary Brown inaugurated the
SABI T Al umi  Network, which includes all of the NIS
executives and scientists who have conpleted their SABIT
training in the United States. Currently, there are 270
alumi in the network.

Since the inception of the Alumi Network, SABIT has hosted

four alumi functions in Mdscow, Kiev and M nsk, providing a
forumfor themto network anong thenselves and with the U. S
busi ness community in the NI' S

SABI T publishes an alumi directory of contact information
to enable the forner interns to communicate with one
anot her.

In 1994, SABIT began publishing a quarterly newsletter, The
SABI T Exchange, which is distributed to SABI T conpani es and
alumi. The newsletter includes stories about successfu
post-internship business relationshi ps between NI'S al umi
and their SABIT host conpanies, as well as useful industry
i nformation, conference schedul es, and details about
upcom ng SABI T Al umi Network events.

SABI T has found it challenging to distribute the newsletter
to the alumi in the NIS due to the unreliable mail system
t here; however, the program plans to make the publication
avai |l abl e by electronic mail and at several sites in the



NI'S, including the Anerican Business Centers, to further its
di stribution range.

Successes: Overall, the SABIT Program has been very
effective in supporting the NIS's transition to a narket
econony while fostering long-term U S.-N' S busi ness and
scientific collaboration. As of Decenber 1994,
approximately $10 million dollars in export revenues have
resulted fromthe U S.-NI' S busi ness rel ati onshi ps
facilitated through SABIT. It is anticipated that an
additional $20 million will cone to fruition in 1995.
Fol | owi ng are several success stories that exenplify the
i mpact of the SABIT Program

Shelter Systens, a New Jersey housi ng conpany, provided
Sergey Kol egov with six nmonths of managenent training.

Since the internship, Shelter and Kol egov signed a contract
to supply $400,000 of housing supplies to Russia. Moreover,
as a direct result of their contact with Kol egov and their
other five SABIT interns, Shelter has conpl eted busi ness
contracts totaling $3.5 mllion

CGoodnat ure Products, of Buffalo, New York, provided Sergey
Gani eukov, from Al maty, Kazakhstan, with six nmonths of
managenent training in U S. nethods of sales and narketing
for the food processing industry. Since Gani eukov's return
to Almaty, Goodnature has sold $410, 000 of their juice
extraction equi pment to Kazakhstan

Jack Walters & Sons, a Wsconsin conpany, booked over $1
mllion in sales to Russia after they trained two nmanagers
fromwestern Siberia for three nonths through the SABI T
program

Tyler Limted Partnership, of Benson, M nnesota, mmintains
ties with both of their interns, Andrey Skotni kov and

VI adi mr Bobrov, from M nsk, Belarus. The six-nponth

i nternshi ps focused on the fine-tuning of inportant

preci sion agriculture equi pnment, on which Tyler and the
interns continue to collaborate, in the hopes of selling the
final product both in the U S. and the NIS. Further, since
his return to Belarus, M. Skotni kov has successfully
facilitated the sale of $2 mllion worth of Tyler's
agricultural equipnment to conpanies in the NS

Means Conpany, Inc., a Massachusetts conpany provided
Svet | ana Tabakova with six nmonths of managenent training.
Since the internship, R S. Means and Tabakova's conpany have
established a joint narketing alliance through which they
have earned $20,000 in revenue by providing construction

i nfornmati on services throughout the NI S

Aqui | a Technol ogi es Group, a New Mexi co conpany that has
participated in three of SABIT s rounds and received funding
for 13 interns, forned a joint venture with two of their
former SABIT interns, through which they have exported
approxi mately $750, 000 of computer products to Russia.

St even Kadner of Aquila remarked, "The SABI T Program has
been hel pful to Aquila in establishing business
relationships in the NIS. The program hel ps to defray the
expense involved with bringing the interns to the US. to



experience first hand the operation of an Anerican snal
busi ness. W believe that...our interns will becone very
successful business men [sic] in their honeland."

Specialized Training for NI'S Standards Experts

In Septenber 1994, SABIT received $1.5 nmillion fromthe
FREEDOM Support Act to devel op and inplenent a specialized
training program for standards experts fromthe NIS. The
goal of this initiative is to inprove product standards and
quality control in the NIS while boosting U S. trade with
the region. SABIT is collaborating with the Departnent of
Commerce's National Institute of Standards and Technol ogy
(NIST), with assistance fromthe Anerican National Standards
Institute (ANSI), to devel op a conprehensi ve standards
training programfor 100 qualified engineers,

adm ni strators, and technical and regul atory experts from
the NIS. The two-nmonth training programw Il faniliarize
these experts with U S. governnent and private-sector
processes and procedures for standards devel oprent,
conformty assessnent and quality managenent. Mor eover,

t he understandi ng and cooperation devel oped through this
programw || facilitate the devel opnent and use of

harmoni zed i nternati onal standards, which will enhance the
conpetitiveness of U S. products in the NI'S, thereby
increasing U.S. exports to the region

100 NI S standards experts will receive two nmonths of hands-
on exposure to U S. standards-rel ated processes.

The training will be provided consecutively to groups of
approxinately 20 NI'S experts fromeach of five proposed
target sectors, including autonotive, medical equipnent,
t el ecomuni cations, infrastructure and aerospace.

The training will include a two-week orientation hosted by
the NIST O fice of Standards Services, to provide an
overvi ew of the U S. standards process and federal and
private sector roles, followed by six weeks of intensive
training with various U.S. conpanies, private-sector

st andards devel opers, testing |aboratories, product
certifiers, and quality systemregistrars.

The first training session, scheduled to begin in February,
1995, will focus on the autonotive sector

Bl LATERAL | NVESTMENT TREATI ES (BI Ts)

Since the USSR s dem se, the NI S--knowi ng their huge need
for foreign capital--have pursued bilateral investnent
agreenments with a wide range of partners. The process of
negoti ati ng such agreenents has given the U S. a unique
forum for propounding the need for a stable, predictable

| egal framework in the NIS to protect and encourage foreign
i nvest ment .

At the time of last year's annual report, the United States
had concl uded bilateral investment treaties (BITs) with five
countries of the NI S--Russia, Armenia, Kazakhstan, the
Kyrgyz Republic and Ml dova--of which none had entered into
force, and discussions were underway with several nore. As



of Decenber 31, 1994, the U. S. has signed BITs with all but
three NIS countries, three of which have entered into force:

Armenia: The BIT was signed 9/23/92 and ratified by the
US. 1/3/94. The treaty awaits ratification by the Arnenian
Par | i ament .

Azerbaijan: No BIT negotiations underway, but a copy of the
U S. prototype BIT sent to Baku 12/94.

Bel arus: A BIT was signed 1/15/94. The treaty must now be
ratified by both Parties.

Georgia: A BIT was signed 3/7/94. The treaty nmust now be
ratified by both Parties.

Kazakhstan: A BIT was signed 5/19/92, and came into force
1/ 12/ 94.

Kyrgyz Republic: A BIT was signed 1/19/93, and canme into
force 1/12/94.

Mol dova: A BIT was signed 4/21/93, and canme into force

11/ 25/ 94.

Russi an Federation: A BIT was signed 6/22/92. The Treaty
was ratified by the U S. 10/92, but continues to await
ratification by the Russian | egislature.

Taji kistan: BIT negotiations underway.

Turkmeni stan: BIT negotiations underway.

Ukraine: A BIT was signed 3/4/94. The treaty has been
ratified by the WUkrainian Parlianment, and is awaiting
ratification by the U S. Senate.

Uzbeki stan: A BIT was signed 12/16/94. The treaty nust now
be ratified by both Parti es.

GENERALI ZED SYSTEM OF PREFERENCES ( GSP)

The Generalized System of Preferences (GSP) programis an
aut onomous and tenporary program of duty-free preferences
granted by the United States to devel oping countries. The
primary purpose of the GSP is to pronbte the econom c growth
and industrialization of beneficiary devel opi ng countries,
and to pronote the idea that trade, rather than aid, is the
nost effective, cost-efficient way of pronoting broad-based
sust ai ned devel opnent. Under GSP, beneficiary devel oping
countries may export itenms duty-free to the United States.
Approxi mately 4400 tariff-schedule itens not deemed "i nport -
sensitive," including a wide variety of agricultural and

i ndustrial goods, receive GSP.

Wth the signing of the Uruguay Round package by President
Clinton on Decenber 8, 1994, the GSP program was extended
until July 31, 1995. A nunber of the successor states to
t he Sovi et Union are now GSP beneficiaries: Russian,
Ukr ai ne, Bel arus, Kazakhstan and the Kyrgyz Republic.
Arrmeni a has applied for GSP status and will receive GSP
benefits soon.

COCOM AND EXPCORT CONTROLS

The U. S. and COCOM partners term nated the COCOM export
control arrangenent on March 31, 1994, given that the Cold
War rational e on which COCOM was established is no | onger
operative. At the sane tinme, the COCOM partners agreed to
maintain the ability to control to all destinations on a
national basis itens on the former COCOM |ists, and to work
to establish a framework for a new arrangenent designed to



deal with new threats to peace and stability. This new
export control arrangenent woul d enhance nutual security

t hrough greater transparency and responsibility in trade in
arns and sensitive dual -use technol ogies. Partners endorsed
general principles and nenbership criteria for the new
arrangenents in a high-level neeting in March 1994.

Di scussions on guidelines and lists for the new arrangenent
are continui ng.

Partners al so wel coned early participation by Russia, the
NI'S, and countries in Central Europe, consistent with the
agreed nenbership criteria. These criteria include
adherence to responsible transfer policies, nonproliferation
policies and guidelines, and effective export controls. The
i nteragency effort led by the State Departnment to negotiate
and provi de export control assistance to the four nuclear

st at es- - Kazakhst an, Bel arus, Russia and Ukrai ne--produced

i mportant results in 1994,

In Decenber 1993, Kazakhstan and Ukrai ne each signed an

i npl enenting agreenent to the SSD Unbrella agreenent for
assistance to establish effective export control systens to
prevent the proliferation of weapons of nmmss destruction

From January to Septenber 1994, several policy-Ileve
techni cal exchanges took place with Ukraine and Kazakhst an
t hat enabl ed techni cal assessnent to be conplete for
procurenent of autonmmtion equi pnent for |icensing and
enforcenent. Also, sone basic training on the essentia
conponents of an effective export control took place.

Russi a signed a nmenorandum of intent for cooperation wth
the U S. on export control assistance in January 1994. 1In
addition, the Joint Statenent issued by Presidents Cinton
and Yeltsin after their Septenber sunmit reiterated both

sides intention to proceed with export control cooperation

During FY1994, Bel arus (which signed the inplenenting
agreenment for export control assistance in 1992) received
approval for substantial procurement of automati on equi pnent
needed for export |icensing and enforcenent. The project

al so supported assessnent visits, bilateral neetings, and
techni cal exchanges, including a training session for

Bel arusi an export |icensing and enforcenent officials.

Consi stent with post-COCOM policies, the U S. substantially
liberalized licensing requirenments to fornerly COCOwW

proscri bed destinations, including Russia and countries of
the NI'S. The Departnment of Conmerce created, on April 4,
1994, a new general export license, AX, for exports of |ess
sophisticated itens on the control lists to civil end-users
and end-uses in these countries. As a result of this and
other liberalizations, U S. exporters nmay now ship nost
conputers and tel econmuni cati ons equi pnent to civil end-uses
in Russia and the NI'S without prior USG review.

MOST FAVORED NATI ON STATUS ( MFN)

Al the NIS remain subject to Title IV of the Trade Act of
1974, 19 U.S.C., et seq. Countries subject to Title IV nay
gain MFN status only by fulfilling two basic conditions: 1)
conpliance with the aw s freedom of enigration provisions



(known as the Jackson-Vani k amendnent) and 2) concl usion of
a bilateral comercial (trade) agreenent with the United
States providing for reciprocal nondiscrimnatory treatnment.
Al ternatively, the President nay wai ve the objective of
freedom of emgration.

President Cinton in 1993 acted under authority granted in
Title IVto waive for all of the 12 NIS the requirenent of
full conmpliance with the Jackson-Vani k freedom of enigration
requi renents. The waivers were granted after each of NI'S
government provi ded assurances on freedom of enigration and
the President concluded that a waiver in each case would
substantially pronote freedom of em gration

After consultation with the Congress, the United States al so
proposed that each of the NIS neet the Title IV requirenent
of a bilateral trade agreenent by ratifying the U S.-Sovi et
Trade Agreenent approved by Congress in Novenber 1991, with
only sone technical adjustnments being nade to reflect the
new i ndependent status of each country. Once a trade
agreenment was approved and other formalities conpleted, MFN
status woul d be granted. On Septenmber 21, 1994, President
Clinton determ ned and reported to Congress that the Russian
Federation was in full conpliance with the criteria of the
Jackson- Vani k Anmendnent, thereby obviating the need for
annual renewal of a waiver of the Jackson-Vani k provi sions.
Secti ons 402 and 409 of the Trade Act of 1974

require the subm ssion to Congress of updated reports on or
bef ore each

ensui ng June 30 and Decenber 31

The status of all 12 NIS with regard to such bilateral trade
agreenments as of January 15, 1994 was as foll ows:

Armenia: A bilateral trade agreenment granting reciproca
M-N st atus was signed and entered into force on April 2,
1993.

Azerbaijan: A bilateral trade agreement was signed in Apri
1993 but awaits ratification by the Azerbaijani Parlianent.
Bel arus: A bilateral trade agreenent granting reciproca
M-N status entered into force on February 16, 1993.

Ceorgia: A bilateral trade agreenent granting reciproca
M-N status entered into force on August 13, 1993.
Kazakhstan: A bilateral trade agreenent granting reciproca
M-N status entered into force on February 18, 1993.

Kyrgyz Republic: A bilateral trade agreenent granting

reci procal MFN status entered into force on August 21, 1992.
Mol dova: A bilateral trade agreenent granting reciproca
M-N status entered into force on July 2, 1992.

Russi an Federation: A bilateral trade agreenent granting
reci procal MFN status entered into force on June 17, 1992.
Tajikistan: A bilateral trade agreenent granting reciproca
MFN status entered into force Novenber 24, 1993.

Turknmeni stan: A bilateral trade agreenent granting

reci procal MFN status entered into force COctober 23, 1993.
Ukraine: A bilateral trade agreenent granting reciproca
MFN st atus becane effective June 22, 1992.

Uzbeki stan: A bilateral trade agreenent granting reciproca
M-N st atus becane effective January 13, 1994.

V. SMALL BUSI NESS DEVELOPMENT PROGRANMS



A key elenment of the U S. assistance programin reform ng
NI'S are projects designed to support, cultivate and expand

t he devel opnent of a snall business sector. W believe that
the establishment of a thriving, broad-based snmall business
sector in the NIS could play a key role in the economc

ref orm process ongoing in the NIS. Private, snal

busi nesses can provide jobs for nmany of the workers

di spl aced as a result of the restructuring of |arge,
inefficient forner state-owned enterprises. A nunber of

di fferent organi zations and agencies are involved in this
process, each focusing on a specific area of assistance.

Al t hough there are a variety of organizations involved in
the program-working in a wide variety of NIS | ocations--the
Coordinator's office has taken steps to i nprove

conmuni cati on between the different groups in an effort to
create synergistic relationshi ps where possible. For
exanpl e, Peace Corps snall business advisors work with grant
and financing agenci es, such as the Russi an-Anerican
Enterprise Fund, to help Russian small business people
prepare business plans as part of the |loan application
procedure.

Sone smal | busi ness devel opment assi stance providers receive
their funding through the FREEDOM Support Act via USAI D
contracts or contracts with other U S. Government

organi zations. One group, the International Executive
Service Corps (I1ESC) receives funding fromboth USAI D and

t he Cooperative Threat Reduction program Q her

organi zations, such as the Citizens' Denocracy Corps,
recei ve funding fromindependent sources as well as USAID
Smal | busi ness devel opnent prograns al so are incorporated
into a number of the USAID sectoral prograns described

bel ow, including Food Systens Restructuring, Private Sector
Initiatives, and the NI S Exchanges and Traini ng Project.

O her snall business projects include the Comrerce
Departnent's SABI T and Ameri can Busi ness Center prograns,
the U.S. Information Agency's "Business for Russia" training
program the Peace Corps' business advisor program USDA s
Ener gi ng Denocraci es program and the Eurasia Foundati on
Each of these prograns is described in detail in previous
sections of the Annual Report.

In addition to the organizations providing direct technica
assi stance or training, a nunber of financial institutions
have al so established | ending prograns designed specifically
to address the needs of snall business. These institutions,
which are also described in other parts of the Annua

Report, include the Russian-Anerican Enterprise Fund, the
West NI'S Enterprise Fund, the Central Asian-Anerican
Enterprise Fund, the EBRD Regi onal Venture Fund in the Lower
Vol ga Regi on, the EBRD Russia Small Business Fund, and the
Overseas Private Investnment Corporation

VI. COOPERATI VE THREAT REDUCTI ON PROGRAM

Congress initiated the Cooperative Threat Reduction (CTR) or
"Nunn- Lugar" programin FY1992 to reduce the threat to the
U S. from weapons of mass destruction which remained in the
New | ndependent States (NI'S) after the dem se of the Soviet
Union. Through the CTR program the Departnent of Defense



provi des assistance to the eligible states of the NI S--
Russi a, Ukrai ne, Kazakhstan and Bel arus-- to pronpte

denucl earization and denilitarization and to reduce the
threat of weapons proliferation. The U S. seeks to ensure
that the number of nuclear states does not increase as a
consequence of the break-up of the forner Soviet Union and
that there are neans of hel ping these states to ful fil
their polices of denuclearization. The U S. also seeks to
pronote the safe and secure custody and control of the

| egacy of Soviet weapons of mass destruction on Russian
territory and to pronote their rapid elimnation. Pursuant
to legislative requirenents, the CTR program provi des--under
separate cover--detail ed sem -annual reports to Congress.

Congress authorized transfer authority of $400 mllion
annual ly in FY1992 and FY1993 to fund the CTR program and
provided a direct appropriation of $400 nillion annually for
FY1994 and FY1995. However, as Congress has declined to
carry over a total of $330 million of the FY1992-FY1993
transfer authority, the total available obligationa
authority for the CTR program from FY1992-95 is $1, 270
mllion, not $1,600 million. Nearly $969 mllion has been
proposed to be obligated, as required by Congress, to
support CTR projects and $898 million of these funds are
conmi tted under 36 project inplenmenting agreenents signed
with the NI S

| mpl ement ati on of the CTR program has i nproved
significantly, particularly over the past year, with the
basel i ne obligation rate increasing over four-fold, to over
$434 million at the end of FY1994. The rapid acceleration
of the CTR inplenentation process was due to conpletion in
FY1994 of numerous ongoi ng negotiations with the NI'S
governments and progress in defining technical requirenents
and awardi ng contracts.

CTR activities have contributed significantly to the
reducti on of the threat from weapons of nmass destruction in
the NIS. O fers of assistance under the program have been

i nstrunental in convincing Bel arus, Kazakhstan, Russia and
Ukrai ne that they could shoul der the economc, political and
technical responsibilities of weapons di snantl enment and
demilitarization

The CTR assi stance agreenent signed with Ukraine in Decenber
1993 paved the way for the January 14, 1994, Trilatera

St at ement between the United States, Russia and Ukraine,

whi ch established a tinmetable for the early wi thdrawal of
all nucl ear warheads from Ukraine. At the end of FY1994,
Ukr ai ne was on schedul e, having sent 360 warheads to Russia
for dismantl ement. CITR assistance al so played a very
significant role in encouragi ng Ukrai nian accession to the
Nucl ear Non-Proliferation Treaty in Novenber 1994.

I n Kazakhstan, the rel ationshi ps devel oped through CTR
efforts were instrunental in the Kazakhstani decision to
seek U.S. assistance in safeguarding 600 kg of weapons-
grade uranium-a remant of Soviet nuclear activity in
Kazakhstan. CTR assi stance al so provided a portion of the
conpensation to the Kazakhstanis for the urani um which

under Project Sapphire, the U S. repackaged and transported



to safe storage in the U S

These political relationships are a central benefit of the
CTR program CTR program funds also are used directly to
stinmulate and support faster dismantlenent in the NIS and to
enhance nonproliferation efforts. CITR assistance has
provided political and nmaterial support for

Renovi ng from depl oynent roughly 1,600 strategi c nuclear
war heads i n Ukraine, Bel arus and Kazakhstan, of which 900
have been returned to Russia for dismantl enent;

Hel ping to deactivate and elimnate SS-19 and SS-24
intercontinental ballistic mssiles (I1CBMs) in Ukraine and
to destroy ICBM silos in Kazakhstan

Hel ping Russia to dismantle | CBMs, SLBMs and strategic
bonbers;

Re- empl oynent of 4,000 forner Soviet weapon scientists on
peaceful civilian research projects; and

Hring a US. prime contractor in Russia to provide a
conprehensive plan for chem cal weapons destruction

Supporting over 150 individual defense and mlitary contacts
and exchanges with the N'S;

Contracting with U S. firns to formjoint ventures with NI'S
enterprises that have | ong manufactured weapons of nass
destruction, to help convert themto commercially viable and
peaceful Iy oriented busi nesses;

Provi ding over 7,000 itens for dismantlenent assistance; and

strengt heni ng defense and mlitary cooperation and ties
t hrough a program that supported over 100 contacts in 1994.

Specific assistance commtted to each of the eligible NI'S
i ncl udes:

Russi a: The Departnent of Defense has commtted up to
$450.7 mllion in CIR assistance to the Russian Federation
for materials, training and services pursuant to the
unbrella agreenent, eleven inplenmenting agreenments and one
menor andum of under st andi ng that have been signed under the
CTR program An additional $22.3 million of assistance has
been proposed to be obligated and draft agreements tabled,
bringing the total to $473 million in assistance.
Additionally, $20 mllion for Arctic Nuclear Waste
Assessment and $10 million for the Research and Devel oprment
Foundati on, projects which have no inplenenting agreenents
but require Russian cooperation, have been notified to
Congress and counted in the total anpunt proposed to be
obligated for Russia. Thus, notifications of proposed

obl i gations of CTR funds total approximately $503 mllion
for Russia. Assistance is being provided for: Strategic

O fensive Arns Elimnation; Emergency Response Equi pnent and
Training; Fissile Material Storage Facility Design and

Equi pnrent, Rail Car Enhancenent Kits, Fissile Materia
Storage Containers; the International Science and Technol ogy



Center, a Chemi cal Wapons Destruction inplenentation plan
Mat erial Control and Accounting and Physical Protection
(MC&A and PP) inprovenents; Defense Conversion and Defense
and Mlitary Contacts.

Ukrai ne: The Departnent of Defense is conmtted to provide
Ukraine up to $277 million of CTR assistance in materials,
training and services pursuant to the unbrella agreemnent,
si x i nmpl enenting agreenents, an agreenent covering the
Multilateral Nuclear Safety Initiative and a nmenorandum of
understandi ng. Approximately $112 million has been
obligated for Ukrainian assistance projects. Sone el enents
of the program have been del ayed due to the uncertainty of
Ukrai ni an specifications for assistance as well as access to
FY1993 reprogrammed funds. Renmining funds will be
obl i gated per existing program schedul es. Projects include:
Export Controls assistance; a Governnent-to- Gover nment
Conmuni cati ons Link; Energency Response Equi prent and
Training; Strategic Nuclear Arns Elinmination (SNAE); Defense
Conversion; Nuclear Materials Control & Accountability and
Physi cal Protection (MC&A and PP) inprovenents support for

t he Science and Technol ogy Center-Ukrai ne (STCU)

Multilateral Nuclear Safety Initiative; and Defense and
Mlitary Contacts.

Kazakhstan: Under the CTR Program the Departnent is
conmitted to provide the Republic of Kazakhstan up to $100
mllion of assistance in materials, training and services,
pursuant to the unbrella agreenment, six inplenenting
agreenments and a nenorandum of understandi ng that have been
si gned between the two countries. Total notifications of
proposed obligations to Congress are for the sane anount.
Assi stance is being provided for: Strategic O fensive Arns
El i mi nation; Governnent to Government Conmuni cations Link
(GGCL); Emergency Response Equi pnent and Trai ning; Export
Control; Material Control and Accounting and Physica
Protection (MC&A and PP); Defense Conversion; and Defense
and Mlitary Contacts.

Bel arus: The Departnent of Defense is conmmtted to provide
the Republic of Belarus up to $70 mllion of assistance in
materials, training and services, pursuant to the unbrella
agreenment, five inplenenting agreenents and a nenorandum of
under st andi ng that have been signed with the Mnistry of
Def ense of Belarus. An additional $6.0 million has been
notified to Congress; however, additional technica

di scussions are necessary to define a program of assistance
for strategic offensive arns elimnation. The total anopunt
of the notifications of proposed obligations for Belarus, is
up to $76 mllion. Projects include assistance with:

Enmer gency Response Equi pnent and Traini ng, Export Control
Conti nuous Conmuni cations Link (CCL); Site assessnent and
renmedi ati on assi stance for the Postavy Strategi c Rocket
Forces base under Project PEACE; Defense Conversion, and
Def ense and Mlitary Contacts. Discussions continue to
further define the Strategic Offensive Arns Elimnation

pr oj ect.

Def ense Enterprise Fund: The Defense Denmilitarization
enterprise Fund was incorporated on narch 8, 1994. Over the
next three nonths, the Board was sel ected and approved, with



Randol ph Reynol ds as the Chairman. Kevin MacDonal d was
later naned CEO. The Charter and terns of the initial $7.67
mllion grant were negotiated and the first grant was issued
to the Fund on June 23, 1994. the Fund is to provide
financial support for industrial partnerships involving
defense enterprises in the forner Soviet Union and U. S
conpani es. These partnerships will facilitate the

demi litarization of NS defense industries and the
conversion of mlitary technol ogies and capabilities into
civilian comercial activities. The Fund has approved three
proj ect proposals; two in Russia and one in Belarus--for a
total of $4.8 million in DEF investnents.

The CTR Program has been a relatively small investrment with
an extraordinary return. The U S. spent hundreds of
billions of dollars defending agai nst weapons of nass

destruction in the Soviet Union during the Cold War. Wth
CTR assi stance, substantial progress has been nade in
reduci ng the ongoing threat fromthese weapons and in
preventing the enmergence of new threats in the post-Cold War
wor | d.

VI1. USDA FOOD Al D PROGRAMS FOR THE NI S
Thi s assistance is being provided through:

Section 416(b) donation prograns, using comodity

i nventories owned by the Cormodity Credit Corporation (CCC
The Food for Progress grant program using CCC funds

The Food for Progress grant program funded under Public Law
480, Title |

Public Law 480, Title | concessional sales

The first two are food donati on prograns where PVOs handl e
distribution; the latter two are governnent-to-gover nnment
prograns. U.S. agricultural conmodities provided to the NI'S
under these prograns include wheat and wheat flour, corn
rice, soybean neal, vegetable oil, butter/butteroil, dairy
products, lentils, peas and beans.

During fiscal 1994, these prograns total ed nmore than 850, 000
nmetric tons with a coomodity val ue of approxi mately $220
mllion and freight costs of approximately $70 million. A
description of the programin each NI'S foll ows.

Ar meni a

In FY1994, USDA donated $57 nillion of food aid under
gover nment -t o- gover nnent and PVO prograns. USDA purchased
120,000 netric tons of wheat under a $35 m|lion governnent-
t o-governnent program In addition, USDA donated

approxi nately 23,700 netric tons of commbdities to Arnenia
t hrough two private voluntary organi zations, Fund for
Arrmeni an Relief (FAR) and Cooperative for Assistance and
Rel i ef Everywhere (CARE). FAR distributed to hospitals,

or phanages, sanitariuns and refugee centers, serving
approxi nately 200,000 neals each day. CARE successfully
di stributed USDA conmodities to over 1.6 mllion
beneficiaries in the Caucasus region. Wthout these
prograns, vul nerable groups anong the general popul ation
woul d have been unable to nmeet their food needs.



Azer bai j an

In FY1994, USDA donated approxi mately 20,000 netric tons of
commodities to PVOs for distribution in Azerbaijan. CARE is
in the process of distributing approximtely 14,000 netric
tons of food to displaced famlies in Azerbaijan. A portion
of CARE' s food donation is going directly to the Anerican
Red Cross refugee canps. |In addition, Adventist Devel oprment
and Relief Agency is distributing 6,700 netric tons of
enmergency food assistance to the refugees, displaced
persons, and other extrenely vul nerabl e popul ati ons of
Azer bai j an.

Bel ar us

USDA provided 120,000 netric tons of soybean neal and corn
valued at $27.5 million in a government-to-governnent
concessi onal sales programto help Belarus neet its aninal
feed shortfall. USDA also provided 888 netric tons of baby
food val ued at $700,000 to CitiHope International, a PVO
The program enabled Citi Hope to feed needy children in
hospitals and clinics in Belarus.

Georgi a

USDA food assistance to Georgia in FY1994 totaled
approximately $40 million. Governnent-to-government

donati ons provided 125,000 netric tons of wheat at a cost of
$25 mllion. Under the Food for Progress program two U. S
private voluntary organizations, Salvation Arnmy World
Services Organi zati on (SAWSO) and CARE provi ded 14, 000
netric tons of high-value commodities to individuals
affected by ethnic clashes and civil war. Food for Progress
donati ons have helped to naintain the food supply to the
popul ati on and reduce the potential for threatening |evels
of social unrest.

Kyrgyz Republic

I n FY1994, USDA donated 60,000 nmetric tons of wheat, val ued
at $16 nmillion, to the Kyrgyz Republic under a government-to-
government program USDA donated 3,600 netric tons of
commodities to Mercy Corps International for inplenmentation
of nonetization, food for work, and direct energency

di stribution programs in the Kyrgyz Republic. 1In addition
the American National Red Cross successfully distributed
3,200 nmetric tons of commodities to pensioners, the

di sabl ed, large single parent famlies, and refugees from

Taj i ki st an.

Kazakhst an

USDA provi ded approxi mately 3,500 netric tons of butteroi
and nonfat dry mlk to Mercy Corps International (MCl) for a
commodi ty nonetization programin Kazakhstan in FY1994. The
proceeds from MCl's programwere used to pronote the

devel opnent of agricultural service organi zati ons and
private sector agriculture, and support primary health care
trai ning prograns and services.



Mol dova

The majority of food assistance to Mol dova in 1994 was
provided under a $20 m|lion governnent-to-government
concessi onal sal es programthat shipped over 100,000 netric
tons of food and aninmal feed. |In addition, 400 tons of
butter worth approxi mately $530, 000 was provided to the PVO
G obal Jewi sh Assistance Relief Network for distribution to
needy groups, hospitals and school s.

Russi a

USDA signed three Section 416(b) agreenments with a commodity
val ue of over $21 mllion with U S. PVOs working in the
Russi an Federation: the Fund for Denbcracy and Devel opnent,
Feed the Children, and Land O Lakes. The latter provided
butter to be sold to generate proceeds to nmake grants and/or
lowinterest loans to private agricultural organizations and
farmers for dairy and agricul tural equi pnent purchases.

USDA al so provided commoditi es under the Food for Progress
programto three PVOs working in Russia: Catholic Relief
Services (CRS) for its work in the Russian Far East,
Partners in International Devel opnment for distribution to a
pediatric hospital in St. Petersburg, and the Nationa
Cooperative Business Association to establish a revolving

| oan fund for food processing and distribution enterprises.

Taj i ki stan

In FY1994, Tajikistan faced a one mllion netric ton

shortfall in domestic wheat stocks due to declines in
production and inports that resulted fromthe disintegration
of the centralized economy. |In response to this need, USDA

si gned a governnent-to-government Food for Progress
agreenment to provide 35,000 netric tons of wheat to the
Taji kistani government. USDA donated an additional 15, 000
netric tons of comodities to Tajikistan through three PVGCs
to alleviate the food needs of targeted popul ations in

Taji kistan. The three PVOs were the Aga Khan Foundati on
Save the Children, and Mercy Corps International

Ukr ai ne

In FY1994 USDA provi ded 85,000 netric tons of soybean neal,
worth $20 mllion, to Ukraine under the P.L. 480, Title I
concessional sales program |In addition, a PVQO, Lishkas
Ezras Achim (LEA), distributed 1,300 netric tons of CCC
surplus butter valued at $2.1 mllion. This distribution
was done in tandemw th other commodities received through
private fundi ng--altogether LEA provided daily neals to

t housands of children in orphanages and other institutions.

Uzbeki st an

USDA donated 2,000 netric tons of butteroil to Uzbekistan

t hrough Mercy Corps International, which nonetized the
commodity and used the to pronote agricultural service
organi zations and prinmary health care training prograns and
servi ces.



VI11. HUVANI TARI AN ASSI STANCE PROGRANMS

The Humanitarian Division of the Ofice of the Coordinator
to the New I ndependent States (NIS), SINIS/C, is responsible
for coordinating and facilitating energency and transitiona
humani tari an assi stance through 16 U. S. governnent agencies
and several international organizations to the N S

Thr oughout cal endar year 1994 this division expended an
approxi mate budget of $55 nmillion to |l everage and facilitate
t he novenent of privately donated and USG funded

humani tari an commoditi es val ued at approxi mately $351.8
mllion into the areas of critical need within the 12
countries of the NS

Through a contract with Mlitary Professional Resources

I ncorporated (MPRI), acting as its agent, SINIS/C
transported to the NIS sonme $198.2 mllion in donated
commodi ties fromover 298 private vol unteer organizations
collected in 235 cities at a cost to the USG of $14.3
mllion. Additionally, using DoD transport and coordi nation
teams funded at approximately $4.7 mllion, the Humanitarian
Di vi sion coordi nated delivery of over $36.2 nillion in DoD
excess nedi cal equi pnent and supplies to 18 hospitals in

Mol dova, Kazakhstan, Bel arus and the Kyrgyz Republic. DoD
transport was used also to deliver privately donated nedica
suppl i es and equi pnrent val ued at over $69.9 nmillion at a
cost to the USG of $4.8 mllion to Russia, Ml dova, Arnenia,
Ceorgia, Azerbaijan, Tajikistan, Ukraine, Kazakhstan and the
Kyrgyz Republic.

Thr oughout 1994, the Humanitarian Division has used its
funds to facilitate and to | everage the novenent of USG and
privately donated comobdities to countries within the N S.
Per sonnel of the Humanitarian Division have travel ed

t hroughout the NI'S and Europe coordinating hunmanitarian
energency assistance to the region. S/NIS/C was the foca
point within the USG during the past year in support of an

i nternational appeal for hunmanitarian assistance to the
Caucasus. It led a U S. delegation to Brussels to help in
the coordination of over $256 nmillion in European Union (EU)
assistance to this region, Tajikistan and Ml dova.
Additionally, it worked closely with the World Food Program
funding its Caucasus Logi stics Advisory Unit (CLAU) for
approximately $2.8 mllion, to insure the movenent of U S
and EU food and fuel commodities through Georgia into al
three countries of the Caucasus. A key elenent of this
program was the | easing from Russia of 10 pair of 3000 HP
di esel | oconptives and the purchase of the fuel to run them
t hrough the spring of 1995. These |oconotives, not limted
by i nherent shortages of Georgian electricity, have aided
significantly in the uninterrupted flow of hunmanitarian
commodities to Arnenia, Ceorgia and Azerbaijan

The Humanitarian Division has used it budget throughout 1994
to fund an assortnent of hunanitarian prograns ained at
enmergency and transitional assistance based on need and
reformin the NIS. Wether transporting wheat seed and fue
oil to the Caucasus, energency nedi cal supplies to Prinorsky
kray, or a Magnetic Resonance |nager (MRI) to the Ukraine,
this division has attenpted to leverage the limted U S.
dollars available to nmake a difference. Attached you wl|



find a country by country breakdown of humanitarian
assi stance provided through the Coordinator's O fice.

ARMENI A HUMANI TARI AN ASSI STANCE
S/ NI S/ C FACT SHEET
(as of Decenber 31, 1994)

The following is a listing of humanitarian assi stance funded
by the State Departnent (S/INNS/C) to Arnenia. This listing
i ncl udes special projects, Department of Defense excess
property, and privately donated material (food, clothing,
shel ter, nedical supplies and nedi cal equi pnent) shipped by
air and surface.

(Note: Containers are always surface shipnents)

VETHOD FLI GHTS/ CONTAI NERS TRANSPORT COST VALUE
(mllions) (mllions)

FY 92 Airlift 17/ - 1.84 22. 47

FY 92 Surface -14 .02 2.8

Qperation Provide Hope Il (Food & Med.). 1 1.06

FY 92 Tot al 17/ 4 1.96 26. 33
TOTAL: 28. 29

FY 93 Airlift 22/ - 3.05 7.78

FY 93 Surface -/1024 6. 08 23.92

Fuel Shiprents (Mazout) 5.15

FY 93 Tot al 22/ 1024 14. 28 31.70
TOTAL: 45,98

FY 94 Airlift 5/ - .70 10. 35

FY 94 Surface -/ 152 1.6 5.93

Japanese Kerosene .5

Fuel Shiprments (Mazout) 3.0

ATG Wnter Weat Seed 1.0

Caucasus Logistics Assistance Unit 1.75

CARE G ant .09

FY 94 Tot al 5/ 152 6.8 18. 12
TOTAL: 24.92

FY 95 Airlift 1/ - 11 .30

FY 95 Surface -146 . 37 2.74

Fuel Shiprments (Mazout) .75

FY 95 Tot al 1/ 46 1.23 3.04
TOTAL: 4.27

CUMULATI VE TOTAL 45/ 1226 24. 27 79. 19

CUMULATI VE TOTAL VALUE: 103. 46

AZERBAI JAN HUMANI TARI AN ASSI STANCE
S/ NI S/ C FACT SHEET
(as of Decenber 31, 1994)

The following is a listing of humanitarian assi stance funded
by the State Departnent (S/INIS/C) to Azerbaijan. This
listing includes special projects, Departnent of Defense
excess property, and privately donated nmaterial (food,

cl othing, shelter, nedical supplies and nedical equipnent)
shi pped by air and surface.



(Note: Containers are always surface shipnents)

METHCD FLI GHTS/ CONTAI NERS TRANSPORT COST VALUE
(mllions) (mllions)

FY 92 Airlift 5/ - .22 8.8

FY 92 Surface -/2 .02 .42

Qperation Provide Hope Il (Food & Med.) .3 1.3

FY 92 Tot al 5/2 .54 10. 52
TOTAL: 11.06

FY 93 Airlift 4] - .13 .92

FY 93 Surface -/-

FY 93 Tot al 4/ - .13 .92
TOTAL: 1.05

FY 94 Airlift 8/ - .6 4.7

FY 94 Surface -14 .01 .4

Relief International G ant .04

FY 94 Tot al 8/4 61 5.14

TOTAL:  5.75

FY 95 Airlift /-

FY 95 Surface -14 .02 . 60

FY 95 Tot al /4 .02 1.60
TOTAL: 1.62

CUMULATI VE TOTAL 17/ 10 1.30 18. 20
CUMULATI VE TOTAL VALUE: 19.50

BELARUS HUMANI TARI AN ASSI STANCE
S/ NI S/ C FACT SHEET
(as of Decenber 31, 1994)

The following is a listing of humanitarian assi stance funded
by the State Departnent (S/INIS/C) to Belarus. This listing
i ncl udes special projects, Department of Defense excess
property, and privately donated material (food, clothing,
shel ter, nedical supplies and nedical equi pnent) shipped by
air and surface.

(Note: Containers are always surface shipnents)

METHCD FLI GHTS/ CONTAI NERS TRANSPORT COST VALUE
(mllions) (mllions)

FY 92 Airlift 8/ - .41 13. 36

FY 92 Surface -/8 .01 .17

FY 92 Tot al 8/ 8 .42 13.53
TOTAL: 13.95

FY 93 Airlift 3/ - .27 3.05

FY 93 Surface -175 .51 10. 42

FY 93 Tot al 3/ 75 .78 13. 47
TOTAL: 14.25

FY 94 Airlift 2/ - .21 1.82

FY 94 Surface -/113 . 45 12. 32

Hospi t al 1.5 11.2



FY 94 Tot al 2/ 113 2.16 25.34

TOTAL: 27.5
FY 95 Airlift /-
FY 95 Surface -1 27 .23 5.52
FY 95 Tot al /27 .23 5.52
TOTAL: 5.75
CUMULATI VE TOTAL 13/ 223 3.59 57. 86
CUMULATI VE TOTAL VALUE: 61. 45

GEORG A HUMANI TARI AN ASSI STANCE
S/ NI S/ C FACT SHEET
(as of Decenber 31, 1994)

The following is a listing of humanitarian assi stance funded
by the State Departnent (S/INIS/C) to Georgia. This listing
i ncl udes special projects, Department of Defense excess
property, and privately donated material (food, clothing,
shel ter, nedical supplies and nedical equi pnent) shipped by
air and surface.

(Note: Containers are always surface shipnents)

VETHOD FLI GHTS/ CONTAI NERS TRANSPORT COST VALUE
(mllions) (mllions)
FY 92 Airlift 19/ - 1.04 17. 38
FY 92 Surface -/ -
DoD Excess Hospit al 2.0 15.0
ACTS G ant .05
Qperation Provide Hope Il (Food & Med.) .1 1.92
FY 92 Tot al 19/ - 3.14 34. 35
TOTAL: 37.49
FY 93 Airlift 10/ - . 89 9.90
FY 93 Surface -1 386 2.33 22.71
ACTS G ant . 46
Fuel Shiprment (Mazout) 5.15
FY 93 Tot al 10/ 386 8. 37 33. 07
TOTAL: 41. 44
FY 94 Airlift 30/ - 2.60 20.79
FY 94 Surface -1184 1.19 29.59
Japanese Kerosene .3
Fuel Shipnent (Mazout) 2.0
ACTS G ant .7
CARE G ant . 8
UMCOR G ant .35
Caucasus Logistics Assistance Unit 1.75
FY 94 Tot al 30/ 184 6. 09 53. 98

TOTAL: 60. 07

FY 95 Airlift /-

FY 95 Surface -126 .09 3.17
ACTS G ant .46
CARE Grant .04
FY 95 Tot al /26 09 3.67

TOTAL: 3.76



CUMULATI VE TOTAL 59/ 596 17.69 125. 07
CUMULATI VE TOTAL VALUE: 142.76

KAZAKHSTAN HUMANI TARI AN ASSI STANCE
S/ NI S/ C FACT SHEET
(as of Decenber 31, 1994)

The following is a listing of humanitarian assi stance funded
by the State Departnent (S/NIS/C) to Kazakhstan. This
listing includes special projects, Departnent of Defense
excess property, and privately donated nmaterial (food,

cl othing, shelter, nedical supplies and nedical equipnent)
shi pped by air and surface.

(Note: Containers are always surface shipnents)

VETHOD FLI GHTS/ CONTAI NERS TRANSPORT COST VALUE
(mllions) (mllions)
FY 92 Airlift 9/ - .9 22.0
FY 92 Surface -14 .03 . 25
Qperation Provide Hope Il (Food & Med.) .5 3.22
FY 92 Tot al 9/ 4 1.43 25. 47
TOTAL: 26.90
FY 93 Airlift 6/ - .9 9.8
FY 93 Surface -128 .2 1.4
FY 93 Tot al 6/ 28 1.1 11.2
TOTAL: 12.3
FY 94 Airlift 3/- .47 11. 4
FY 94 Surface -1226 . 36 7.2
FY 94 Tot al 4/ 226 . 83 18.6
TOTAL: 19.43
FY 95 Airlift 5/ - .54 3.23
FY 95 Surface -1142 1.79 3.37
DoD Excess Hospit al 13.50
UMCOR Gr ant . 07
FY 95 Tot al 5/ 142 2.33 20. 17

TOTAL: 22.50
CUMULATI VE TOTAL 24/ 400 5. 69 75. 44
CUMULATI VE TOTAL VALUE: 81.13

KYRGYZ REPUBLI C HUMANI TARI AN ASSI STANCE
S/ NI S/ C FACT SHEET
(as of Decenber 31, 1994)

The following is a listing of humanitarian assi stance funded
by the State Departnment (S/INIS/C) to the Kyrgyz Republic.
This listing includes special projects, Departnent of

Def ense excess property, and privately donated nateri al
(food, clothing, shelter, nedical supplies and nedi cal

equi prent) shi pped by air and surface.

(Note: Containers are always surface shipnents)

VETHOD FLI GHTS/ CONTAI NERS TRANSPORT COST VALUE



(mllions)

FY 92 Airlift 6/ - . 37
FY 92 Surface -/-
Qperation Provide Hope Il (Food & Med.)
.1
FY 92 Tot al 6/ .47
TOTAL: 13.
FY 93 Airlift 8/ - . 86
FY 93 Surface -/-
DoD Excess Hospit al 1.5
FY 93 Tot al 8/ - 2. 36
TOTAL:
FY 94 Airlift 5/ - .49
FY 94 Surface -/18 .09
FY 94 Tot al 5/ 18 .58
TOTAL:
FY 95 Airlift
FY 95 Surface -/9 . 05
FY 95 Tot al /9 . 05
TOTAL: .23
CUMULATI VE TOTAL 19/ 27 3. 46

CUMULATI VE TOTAL VALUE

MOLDOVA HUMANI TARI AN ASSI STANCE
S/ NI S/ C FACT SHEET
(as of Decenber 31, 1994)

The following is a listing of humanitarian assi stance funded

(mllions)
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by the State Departnent (S/INIS/C) to Mdldova. This listing
i ncl udes special projects, Departrment of Defense excess

cl ot hi ng,
shel ter, nedical supplies and nedical equi pnent) shipped by

property, and privately donated nmaterial (food,
air and surface.

(Note: Containers are always surface shipnents)

METHCD FLI GHTS/ CONTAI NERS TRANSPORT COST
(mllions)
FY 92 Airlift 4/ - .2
FY 92 Surface -16 .05
Qperation Provide Hope Il (Food & Med.) .3
FY 92 Tot al 4/ 6 1.55
TOTAL 10.72
FY 93 Airlift 4/ - . 36
FY 93 Surface -/109 .52
FY 93 Tot al 4/ 109 . 88
TOTAL 13.88
FY 94 Airlift 4/ - .09
FY 94 Surface -/ 55 .3

Hospi t al 1.2
Gl & Coal 4.1
FY 94 Tot al 4/ 55 5.6

VAL
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22.
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TOTAL:

FY 95 Airlift -/ -

FY 95 Surface -/35 .17

FY 95 Tot al -/ 35 .17
TOTAL:

CUMULATI VE TOTAL 12/ 235 8. 44

CUMULATI VE TOTAL VALUE:

RUSSI A HUMANI TARI AN ASSI STANCE
S/ NI S/ C FACT SHEET
(as of Decenber 31, 1994)

27. 89

1.48
46. 88
55. 32

The following is a listing of humanitarian assi stance funded

by the State Depart nent
i ncl udes special projects,

(SINIS/C) to Russia.

This listing
Depart nent of Defense excess

property, and privately donated material (food, clothing,
shel ter, nedical supplies and nedi cal equi pnent) shipped by
air and surface.
(Note: Containers are always surface shipnents)
VETHOD FLI GHTS/ CONTAI NERS TRANSPORT COST VALUE
(mllions) (mllions)
FY 92 Airlift 65/ - 5.53 130. 94
FY 92 Surface -/311 1.5 16. 96
Heart to Heart G ant .02
CARE G ant 2.0
Qperation Provide Hope Il (Food & Med.) 2.6 29.51
FY 92 Tot al 65/ 311 9. 63 179. 43
TOTAL: 189. 06
FY 93 Airlift 12/ - 1.14 25.34
FY 93 Surface -/1034 4.42 45, 25
CARE G ant 1.81
CRS G ant .17
Sal vation Arny G ant .02
Qperation Provide Hope 11l (MRE'S, Food) 2.63 40.0
DoD Excess Hospitals 1.7 36.0
FY 93 Tot al 12/ 1034 9. 89 148. 59
TOTAL: 158. 48
FY 94 Airlift 2/ - .31 8.2
FY 94 Surface -11176 4. 39 86. 44
FY 94 Tot al 2/ 1176 4.7 99. 34
TOTAL: 104. 04
FY 95 Airlift 1/ - . 05 . 20
FY 95 Surface -1227 1.24 21. 65
FY 95 Tot al 1/ 227 1.29 21. 85
TOTAL: 23.14
CUMULATI VE TOTAL 80/ 2748 25.51 449. 21
CUMULATI VE TOTAL VALUE: 474.72

TAJI KI STAN HUMANI TARI AN ASSI STANCE
S/ NI S/ C FACT SHEET



(as of Decenber 31, 1994)

The following is a listing of humanitarian assi stance funded
by the State Departnment (S/INIS/C) to Tajikistan. This
listing includes special projects, Departnent of Defense
excess property, and privately donated nmaterial (food,

cl othing, shelter, nedical supplies and nedical equipnent)
shi pped by air and surface. Section B consists of planned
special projects which will be funded by the State
Departnment (S/NIS/C), but have not been conpl et ed.

(Note: Containers are always surface shipnents)

VETHOD FLI GHTS/ CONTAI NERS TRANSPORT COST  VALUE
(mllions) (mllions)
FY 92 Airlift 8/ - . 56 11.61
FY 92 Surface -4 .02 .21
Qperation Provide Hope Il (Food & Med.) .2 2.49
FY 92 Tot al 8/ 4 .78 14. 31
TOTAL: 15.09
FY 93 Airlift 3/- .34 1.28
FY 93 Surface -17 . 05 . 05
Aga Khan Grant . 28
FY 93 Tot al 317 .39 1.61
TOTAL: 2.0
FY 94 Airlift 4/ - . 57 3.1
FY 94 Surface -14 .02 .09
CARE G ant .04
FY 94 Tot al 4/ 4 .59 3.23

TOTAL: 3.82
FY 95 Airlift

FY 95 Surface -/8 . 05 1.03

FY 95 Tot al /8 . 05 1.03
TOTAL: 1.08

CUMULATI VE TOTAL 15/ 23 1.81 20.18

CUMULATI VE TOTAL VALUE: 21.99

TURKMENI STAN HUMANI TARI AN ASSI STANCE
S/ NI S/ C FACT SHEET
(as of Decenber 31, 1994)

The following is a listing of humanitarian assi stance funded
by the State Departnment (S/NIS/C) to Turknenistan. This
listing includes special projects, Departnent of Defense
excess property, and privately donated nmaterial (food,

cl othing, shelter, nedical supplies and nedical equipnent)
shi pped by air and surface.

(Note: Containers are always surface shipnents)

METHCD FLI GHTS/ CONTAI NER TRANSPORT COST VALUE
(mllions) (mllions)
FY 92 Airlift 9/ - .77 12.53

FY 92 Surface -/2 .02 . 30



Qperation Provide Hope Il (Food & Med.). 1 1. 44
FY 92 Tot al 9/2 . 89 14. 27
TOTAL: 15.16

FY 93 Airlift 3/ - .20 1.44

FY 93 Surface -/-

FY 93 Tot al 3/ - .20 1.44
TOTAL: 1.64

FY 94 Airlift 5/ - .33 2.04

FY 94 Surface -/1 .01 .18

FY 94 Tot al 5/1 .34 2.22
TOTAL: 2.56

FY 95 Airlift /-

FY 95 Surface -/

FY 95 Tot al -/-
TOTAL:

CUMULATI VE TOTAL 17/ 3 1.43 17. 93

CUMULATI VE TOTAL VALUE: 19.36

UKRAI NE HUMANI TARI AN ASSI STANCE
S/ NI S/ C FACT SHEET
(as of Decenber 31, 1994)

The following is a listing of humanitarian assi stance funded
by the State Departnent (S/INIS/C) to Wkraine. This listing
i ncl udes special projects, Department of Defense excess
property, and privately donated material (food, clothing,
shel ter, nedical supplies and nedical equi pnent) shipped by
air and surface.

(Note: Containers are always surface shipnents)

VETHOD FLI GHTS/ CONTAI NERS TRANSPORT COST VALUE
(mllions) (mllions)
FY 92 Airlift 9/ - .7 19.3
FY 92 Surface -154 .24 2.2
Qperation Provide Hope Il (Medical .1 1.3
FY 92 Tot al 9/ 54 1.04 22.8
TOTAL: 23.84
FY 93 Airlift 5/ - .39 3.6
FY 93 Surface -1 255 1.83 19.5
FY 93 Tot al 5/ 255 2.22 23.1
TOTAL: 25.32
FY 94 Airlift 4/ - .53 12.3
FY 94 Surface -/ 550 1.2 29.6
Counterpart G ant . 66
FY 94 Tot al 4/ 550 1.73 42. 56
TOTAL: 44,29
FY 95 Airlift 1/ - . 05 1.36
FY 95 Surface -1172 1.02 10. 65
FY 95 Tot al 1/ 172 1.07 12.01



CUMULATI VE TOTAL 19/1031 6. 06 100. 08
CUMULATI VE TOTAL VALUE: 106. 14

UZBEKI STAN HUMANI TARI AN ASSI STANCE
S/ NI S/ C FACT SHEET
(as of Decenber 31, 1994)

The following is a listing of humanitarian assi stance funded
by the State Departnent (S/NIS/C) to Uzbekistan. This
listing includes special projects, Departnent of Defense
excess property, and privately donated nmaterial (food,

cl othing, shelter, nedical supplies and nedical equipnent)
shi pped by air and surface.

(Note: Containers are always surface shipnents)

METHCD FLI GHTS/ CONTAI NERS TRANSPORT COST VALUE
(mllions) (mllions)

FY 92 Airlift 12/ - 1.12 9.58

FY 92 Surface -/ -

Qperation Provide Hope Il (Food & Med.) .1 1.85

FY 92 Tot al 12/ - 1.22 11.43
TOTAL: 12.65

FY 93 Airlift 4/ - .31 4.68

FY 93 Surface -13 .03 .16

FY 93 Tot al 4/ 3 .34 4.84
TCOTAL 5.18

FY 94 Airlift 1/ - .14 1.29

FY 94 Surface -/33 .21 1.81

FY 94 Tot al 1/ 33 .35 3.10
TCOTAL 3.45

FY 95 Airlift

FY 95 Surface -/ 15 . 06 1.63

FY 95 Tot al /15 . 06 1.63
TOTAL 1.69

CUMULATI VE TOTAL 17/ 48 1.97 21.00

CUMULATI VE TOTAL VALUE: 22.97
I X. OTHER U. S. ASSI STANCE PROGRAMS | N THE NEW STATES

A nunber of U S. Government agencies were involved in

assi stance projects in the NIS in 1994 beyond those funded
by either the FREEDOM Support Act or the Cooperative Threat
Reduction program The funding for these projects cane from
a variety of sources, nost commonly fromthe base operating
budgets of the respective agencies involved--such as

el ements of the NRC nuclear reactor safety progranm-or

t hrough ot her specific Congressional appropriations--such as
t he Emergi ng Denpcraci es programat USDA. In addition, sone
projects were funded out of the Econom ¢ Support Fund and
the Non-Proliferation Fund. In 1994, however, sone of the
assi stance projects that in previous years were funded out
of base operating budgets--such as the USI A exchange
prograns--were funded out of the FREEDOM Support Act.



The foll owi ng assi stance program descriptions are fromthose
U. S. Governnent agencies that funded assi stance prograns in
the NI'S outside of the FREEDOM Support Act or the
Cooperative Threat Reduction program A few other prograns-
-such as NASA's scientific cooperation efforts and the
Department of Defense's military-to-mlitary training
efforts--are not included because they represent a
significantly different type of "assistance" than the other
prograns nmentioned in this report. Sone of the other
agenci es provi ding assistance maintain their own reporting
nmechani sns to Congress on their assistance efforts in the
NI'S and we do not have descriptions for their prograns. The
U S. Government agencies that fall into this category are:

Depart nent of Energy

Depart nent of Health and Human Services
Nucl ear Regul at ory Conmi ssi on

Nat i onal Sci ence Foundation

Depart nent of Justice

Envi ronnental Protection Agency

USAI D NI S FARVER- TO- FARVER PROGRAM

In 1991, a three-year, $30 million Special Initiative of the
Far mer - To- Farmer (FTF) program was authorized as one of the
first USG assistance prograns for the NIS countries and
funded fromPL 480 Title Il resources. This people-to-
peopl e programis an effective and flexible nechanismto
transfer the vast technol ogy, know edge and skills of U S.
farmers and agri businesses to farmers and farmgroups in the
NI'S. FTF is adm nistered by USAID.

Enphasis in this Special Initiative is on assisting post-
harvest agribusiness with the goal of facilitating an
orderly transition to a free-nmarket econony. The overal

obj ectives of the NIS-FTF programare to increase food
availability to the consuners in the near termand to take
steps to ensure against future food shortages and

di stribution problems. The transfer of U S. agricultura
know edge and expertise is done on a peopl e-to-peopl e basis
and includes activities in a broad range of agricultura
subsect ors.

Si x organi zati ons were selected to i nplement the NI S-FTF
program They will field an estimted 2000 vol unteers to
sites in all 12 of the New I ndependent States by Septenber
30, 1995, with the greatest concentration in the Russian
Federati on, Ukrai ne and Kazakhst an. Al'l six organizations
have established one or nore in-country offices for their
Farmer-to-Farner activities. Nearly 1400 vol unt eer

assi gnments were conpl eted through Decenber, 1994. FTF

vol unteers have a broad range of technical skills and
assignments in the NIS include assistance to individual farm
enterprises to assist with on-farm probl ens (25 percent),
cooperatives or other farner associations (21 percent),

agri busi nesses (26 percent), rural credit institutions (nine



percent), governments and policy fornulation (4.5 percent),
agricultural educational institutions (10 percent) and
agricultural youth groups (one percent). Increasingly, NS
FTF assi gnnents have been focused on organi zati onal
manageri al and financial aspects of cooperatives,

agri busi nesses and rural financial institutions. Farner-To-
Farmer volunteers normally will spend about a month in
country. In Russia and Ukraine the program has incl uded
partnershi ps which Iink Arerican state farm bureaus with
regi onal branches of the Russian Private Farners Associ ation
(AKKOR) and the Ukrainian Farnmers Associati on (UFA).

oligations for the NI S-FTF programto Decenber 31, 1994,
total $31,538,746. Estinmated expenditures as of Decenber
31, 1994, total $22,154,068. Al six inplenentors are
general ly on schedul e, and they expect to expend all funds
obl i gated and surpass original volunteer target nunbers by
the current conpletion date of Septenber 30, 1995.

FTF vol unteers have cone from 49 of the 50 states. They
average 25 years of rel evant experience. More than 1400
vol unt eer assi gnnents have been conpleted, totaling 125
person-years of technical assistance.

The FTF program has significantly affected the |ives of
82,500 individuals in the NIS, of which 36 percent are
women. FTF has trained 18,942 individuals and the bul k of
the training has been in rural banking and nanagenent. The
FTF i npl ementors have | everaged other funds to sponsor
training mssions to the U S. for 403 NIS citizens,

i ncludi ng 39 national-1evel policy-nmakers.

FTF vol unteers have hel ped start private farner
cooperatives, open supermarkets, reduce storage | osses,

i nprove food processing systens, start farnmer's radio
stations, develop commpdity exchanges, create private
banki ng systens, establish US-NI'S farm bureau part nershi ps,
establish | and appraisal and nortgagi ng systens, and advi se
on land reform and cooperative |egislation

FTF vol unteers have concentrated on the skills essential to
running farns as busi nesses and have had a significant

i mpact on agricultural nmarketing in the NIS. They have

wor ked with 180 processing plants and i ntroduced 220

i mprovenents in food and fiber processing in |ocal areas.
They hel ped introduce 721 new products, services and crop
varieties throughout the region. In 85 new private banks,
vol unteers have hel ped institute Western banking practices
and create agricultural |ending systens.

In the environmental area, FTF volunteers have had a
significant inmpact in the areas of radionuclide

contam nation reduction, |ivestock waste nanagenent, | eather
processi ng by-product elimnation, wldlife nanagenment, soi
managenent, water filtration and agroforestry.

Over five mllion people in the U 'S. have |earned about NI' S
agricultural devel opnents through press articles, radio and
TV prograns, and speeches by volunteers and staff. Some 55
books or manuals and 1, 100 ot her technical docunents have

been transl ated, published, and disseninated for use in the



NI S.

The average cost per volunteer assignnment is $13,500, which
i ncludes all FTF program expenditures. |In addition, NS
host organi zation in-kind have been approxi mately $1, 500 per
volunteer, and U.S. in-kind contributions have val ued at
about $4,000 per volunteer. Altogether, U S. Government
fundi ng has | everaged additional private-sector funding of
40 percent, or over $8 mllion

USDA TECHNI CAL ASSI STANCE PROGRAMS I N THE NI S

USDA funds a nunber of technical assistance prograns in the
NI S t hrough the Emergi ng Denocraci es program USDA receives
direct appropriations from Congress to fund these prograns.

Wol esal e Market Devel opnent/ Market I nformation System
This $1.2 nmillion programis establishing an agricultura

mar ket news information systemin Russia. It currently is
operating in Kaluga oblast, Belgorod oblast, and Mari - E
aut onomous republic. It will be expanded nationw de under a

Wor |l d Bank | oan.

Market Information Project: 1In early Decenber 1994 a 5-
menber Agricultural Mrketing Service team conducted two-
week seminars in Kiev and L'viv. The sem nars addressed
the role of governnent in the agricultural sector to enhance
mar ket nechani sns and the concept of marketing agricultura
production through private, inpersonal routes. This is a
$50, 000 project. The sem nars also included information on
t he purposes and objectives of an open market system

Russi an Agricultural Commodity Exchange: This $850, 000
programis devel opi ng a pool of skilled, market-oriented
ner chandi sers who will operate in the cash narkets,
commodi ty exchanges, and country buying stations.

An advisor to the private grain trade was placed in Mdoscow
in April 1994 to provide in-country assistance to the
project and be a liaison between Russian and Anerican
entities.

In May the first portion of the programinvol ving training
sem nars was held in Moscow. In October the second Russian
wor kshop was conduct ed.

In August a select group of Russians traveled to the United
States to participate in a short course designed by North
Dakota State University.

Russi an Far East Food and Beverage Processors and Exporters
Trade M ssion: This $25,000 project is a followup to the
July 1993 Russian Far East Trade and |Investnent M ssion

The mission is linmted in scope and will concentrate solely
on the neat sector. The trade mission, originally schedul ed
for fall 1994, has been reschedul ed for spring 1995.

G ant/ TPC Grand Opening in VlIadivostok: This recently
approved $25,000 project will provide marketing and

i nfornmati on di ssem nation support for the initial phase of
t he grand opening of the first G ant/TPC store in



VI adi vost ok. The grand opening is schedul ed for February
1995.

Agricultural Policy Advisors (Kazakhstan, Ukraine): These
advi sors assist the mnistries with the devel opnment of their
countries' agricultural and reformpolicies. This is a
$370, 000 project.

An agricul tural advisor was placed in the Kazakhstan
Mnistry of Agriculture in Cctober 1992. He will finish his
tenure in February 1995.

An agricul tural advisor was placed in the Ukraine Mnistry
of Agriculture in April 1994,

War ehouse Feasibility Study: This $100,000 project will
provide for a feasibility study for the placenent of a food
war ehouse in the Baltics. This warehouse woul d provide
storage space for the various Anerican food exporters doing
busi ness or interested in doing business in the Forner

Sovi et Uni on.

Handbooks on Marketing, Storage and Handling: This $85, 000
project was initiated with VOCA/ Moscow to publish and
distribute three USDA references in Russian. Agricultura
Handbook 66, "The Commercial Storage of Fruits, Vegetables
and Florist and Nursery Stocks" is being distributed by
VOCA.

Agricul tural Handbook 668, "Tropical Products Transport
Handbook" has been translated and edited and i s now bei ng
publ i shed.

The third reference, "Agricultural Marketing and
Transportation in the United States" is being updated and
shoul d be avail abl e soon

U. S. -Russi an Joint Conmi ssion for Agribusiness and Rura
Devel opnent: This program funds snall agribusi ness prograns
usi ng the noneys generated fromthe nonetizati on of donated
commodities. Loans of $10, 000-$500,000 are granted on a
conpetitive basis. Payback of the loan is nornally 2-3
years with the funds designated for a rural devel opment or
humani tarian project in the comunity.

The U.S.-Russi an Joint Commi ssion was created in March, and
the first loans were granted in fall 1994.

St. Petersburg Farm Privatization Project: 1In an effort to
denonstrate various aspects of farm managenent and narketing
practices to a group of newly privatized Russian farners,
USDA has aided the Russians in establishing a farm
privatization project near St. Petersburg. This is a $2.3
mllion project.

Twenty-one Russian famlies were selected to participate in
t he program funded over three years at a total of $2.3
mllion.

U. S. advisors include a project director and two farm ng
coupl es.



Agri busi ness Linkage Program This one-year $1.2 nillion
pi |l ot program pronoted agri busi ness partnershi ps between
smal | and nedium sized U. S. food processing conpani es and
their counterparts in the Newy Independent States (N S)

To date, five American businessnen have left for Russia to
neet with potential joint venture partners.

The Agri busi ness Li nkage Programin Russia has not produced
a significant number of viable |linkages to nerit a
continuation of the programin its present state.

TATFOOD/ Agricul tural and Agribusiness Project: This

$600, 000 project was devel oped with Texas A&M University and
Tatneft (Tatarstan Regional Ol and Agricultura

Amal gamati on) to devel op agribusi ness and marketing |inkages
and provi de agribusi ness nmanagenent training and education
in the region. The project was initiated in 1992, with
Ener gi ng Denocraci es Program partici pation since February
1993.

A team fromthe Energing Denocracies Ofice and Extension
Service made an on site visit to the nodel farmin
Tatarstan, Russia. As a result of this evaluation, Texas
A&M Uni versity and USDA jointly decided to close this
project at the end of FY 94.

St. Petersburg Port Study: This $130,000 study prepared a
detail ed techni cal appraisal of bulk and container cargo
handl i ng problens at the port of St. Petersburg and

i nvestigated Kaliningrad and Kl ai peda as alternative ports.
The study concl uded that although port capacity was
adequate, severe institutional and operational problens
greatly reduce actual capabilities to handle cargo.
Recomendat i ons i nclude nethods for inproved data gathering
and distribution regarding port conditions, an assessnent of
the feasibility of constructing a snmall grain storage
facility at the Port of St. Petersburg, and options for
using alternative ports during periods of congestion at St
Pet er shurg.

Mar ket St andards and Trai ning (Kazakhstan): This $150, 000
program assi sts agri busi ness, governnent, and academ c
officials to design and inplenment an effective nmarket news
and information systemthat will incorporate commpdity grade
standards with price levels. 1In June 1994 a training
session was held for market reporters and program
coordinators. The training focused on the duties of a

mar ket reporter. A reporter's handbook was devel oped.

Col l ection of market information occurred during the sunmer
and fall. The teamwi |l assist in establishing uniformty
and consistency of reporting. This project will inplenment
the AMS groundwork on effective nmarket information standards
for livestock, neat and grain. The introduction of

mar ket i ng concepts and training of Kazakhstan specialists
wi |l be included

Trade M ssion (Kazakhstan): EDO fielded a

government/ private sector mssion to Kazakhstan June 14-28,
1994, to assess viable comercial investnent opportunities
for agribusiness devel opnent and nmarket pronmotion. This is



a $100, 000 project.

DEPARTMENT OF COMMERCE - Bureau of Export Adm nistration
Assi stance Prograns in the NI'S

Def ense Conversion Initiatives

The Bureau of Export Admi nistration (BXA) has hel ped pronote
U. S. industrial partnerships with converting defense
enterprises in the NIS. 1n 1994, BXA

Publ i shed special editions of its Defense Business
Directories in support of the Cooperative Threat Reduction
program for Kazakhstan, Russia and Ukraine. Initial funding
for the directories cane out of BXA funds, but the CIR
program | ater contributed to the project.

Provided the input to Comrerce's BISNIS for two specia
editions of BISNIS' s Search for Partners bulletin devoted
exclusively to NI S defense conversion

Hosted industry roundtables to alert U S. conpanies to
opportunities in NI'S defense conversion

Counsel ed over 1,000 U.S. industry representatives on the
busi ness envi ronment and busi ness opportunities with NI'S
def ense firns.

BXA has done this inits role as U S. vice chair to the
Secretary of Defense on the bilateral defense comittees
with Bel arus, Kazakhstan, Russia and Ukraine. this work was
also related to BXA's role as chair of the Defense
Conver si on Subcommittee of the U.S.-Russia Business

Devel opnent Committee (BDC), chaired by the Secretary of
Comrerce, as well as of the BDCs with Ukrai ne, Kazakhstan
and other NI'S countries.

ARMS CONTROL AND DI SARMAMENT AGENCY

Russi an- Areri can Entrepreneurial Wrkshops on Defense
Technol ogy Conversi on

The stated m ssion of the Arms Control and Di sar manent
Agency (ACDA) is "to strengthen the national security of the
United States by fornul ating, advocating, negoti ating,

i mpl enenting and verifying effective arns control
nonproliferation and di sarnmanent policies, strategies and
agreenments." One facet of this that has received little
overall attention has been the concept of arns control by
conversion. The President's National Security Strategy of
Engagenent and Enl argerment (July 1994) links U S. nationa
security with Russian econonic reformand a transition to a
free market econony.

Bel i eving that the conversion of the Russian defense
technol ogy to comerci al endeavors will provide a critica
base for economic reform ACDA initiated a series of
entrepreneurial workshops on defense technol ogy conversion
in 1992 with Russia's Mnistry of Atom c Energy (M NATOM.
Denonstrating that the technol ogi es inherent in constructing
weapons of nass destruction can be applied to profitable



conmer ci al products, these workshops, sponsored jointly by
ACDA, DCE and M NATOM provide basic tutorials in the
fundanmental s of business, including nmarket research, venture
capital, business |aw and financial nanagenent. Case
studies are used as the basis for devel opi ng busi ness pl ans
based on potentially marketabl e M NATOM t echnol ogi es.

In May 1994, the third of these workshops was conducted at
Law ence Livernore Laboratories. Previous workshops were in
Moscow (1993) and Boston (1992). 25 Russian participants
from M NATOM the Russian weapons | aboratories at Arzamas-16
and Chel yabi nsk-70, the Institute of Autonation, the
Institute of Inpulse Technol ogy participated. It should be
noted that these organi zations were prinarily responsible
for the design of the Soviet nuclear arsenal. Technol ogy
concepts and conmercial spin-offs addressed in the course

i ncl uded el ectro-chem cal power generators (fuel cells), x-
ray diagnostic equipnent, rural electrification equipnent,
and materials processing. The three workshops have produced
a nunber of smmll start-up endeavors in Russia and severa
cooperative agreenents with U S. conpani es and have been
prai sed by the GAO for their effectiveness.

1994 costs for the workshop were $200, 000, split between
ACDA speci al projects funding and DOE sources. Wiile the
fourth (and | ast) Russian Wrkshop is being planned for My
1995 in Arzamas-16, simlar workshops are being considered
for Kazakhstan and other republics.

X. ASSESSMENT OF PROGRESS ON MEETI NG STANDARDS OF SECTI ON
OF THE FREEDOM SUPPORT ACT

The foll owi ng section provides a detail ed assessnent of the
progress each NI'S state has nade on neeting the standards of
Section 498A of the FREEDOM Support Act.

ARMENI A

Criteria for U S. Assistance
Under Section 498A(a) of the Foreign Assistance Act of 1961

Section 201 of the FREEDOM Support Act anmended Section 498A
of the Foreign Assistance Act of 1961 to require that the
President "take into account not only relative need but also
the extent to which that independent state is acting to"

Section 498A(a)(1): "nake significant progress toward, and
is conmitted to the conprehensive inplenentation of, a
denocratic system based on principles of the rule of |aw,

i ndi vidual freedons, and representative governnent

determ ned by free and fair elections.”

The Governnent of Arnmenia's proclained aimis to build
a Western-style parlianentary denocracy as the basis of its
formof governnent. The inability of Parliament to adopt a
new constitution has Iimted Arnenia's progress toward
substantive political reform The nultiparty system appears
to be well-accepted, and a number of parties are represented
in Parliament. One of the opposition parties, the Dashnaks,
was tenporarily suspended in |ate 1994 because of all eged
i nvol venent with drug-trafficking, political assassination



and terrorism The Governnent maintains nonopoly contro
over television and radi o broadcasting, but a nyriad of
newspapers and journals covering the spectrum of public
opinion is available to the general public. Censorship

exi sts but does not appear to be onerous, although three
opposition journalists were recently deni ed access to the
Foreign Mnistry for "falsification and ill-intended
fabrications" directed at senior Foreign Mnistry officials.

Section 498A(a)(2): "nmake significant progress in, and is
conmitted to the conprehensive inplenentati on of, economc
ref orm based on market principles, private ownership, and
integration into the world econony, including inplenmentation
of the legal and policy frameworks necessary for such reform
(including protection of intellectual property and respect
for contracts)."

The conflict over Nagorno-Karabakh, the enbargoes by
Turkey and Azerbaijan and the resultant dranatic reduction
in imports of fuel and raw nmaterials, the destruction caused
by the 1988 earthquake, as well as the coll apse of
traditional trade patterns which all the NI'S have
experi enced, conbined to cause in Arnenia one of the
sharpest declines in economc activity in the NIS. However,
as the conflict in Nagorno-Karabakh began to show signs of
approaching a negotiated settlenment, the Governnent of
Armenia in 1994 began reforns which paid off in dramatically
lower inflation. Arnenia also showed signs of small but
positive economic growh in the first part of 1994, the
first NNS to do so.

In Decenber of 1994, the | M- approved the first tranche of a
System ¢ Transformation Facility to support Arnenia's

nmacr oeconom ¢ reform program As part of the program the
CGovernment has pledged to strengthen its nacroeconom ¢
managenent (i ncluding increasing revenue collection), nove
towards full price liberalization, elimnate nost exchange
and trade restrictions, and accelerate the privatization
process.

Privatization in agriculture has gone furthest. About 87
percent of farmland has been distributed and since February
1994 the sale of land has been permtted. Privatization in
ot her areas of the econony is noving nore slowy.
Distribution of privatization vouchers began in Cctober
1994, the government accel erated the pace of small-scale
privatization, and began to convert |arger enterprises to
joint stock conmpanies as a first step towards ful
privatization. Nearly 50 percent of the housing stock has
been privatized. Mst prices were liberalized early in
Arrmeni a' s i ndependence, and bread and rent prices should be
freed in 1995.

A liberal foreign investnent |aw was approved in June 1994,
A national currency, the dram was introduced in |late
Novermber 1993. Arnenia has concluded a trade agreenent
(which enables it to receive MFN status and incorporates
intellectual property rights provisions), a bilatera

i nvestnment treaty, and an OPIC agreenent with the United
States. Armenia has expressed interest in negotiating a tax
treaty, and is receiving U S. technical assistance in



revising its tax structure. Arnenia has joined the
International Mnetary Fund and the International Bank for
Reconstructi on and Devel opnent.

Section 498A(a)(3): "respect internationally recognized
human rights, including the rights of mnorities and the
rights to freedomof religion and enigration.”

Wi | e the observance of human rights in Arnenia is
uneven, sone progress has been nade. Public denonstrations
wi t hout government interference are commonpl ace in Arnenia,
al t hough no specific laws presently exist to guarantee the
ri ght of peaceful assenbly and association. Freedom of
religion, while also generally observed, is not specifically
protected under existing law. Arnenia's ethnic Azeri
popul ation, forced out in 1988-89, renmin refugees, nostly
in Azerbaijan. Arnenia's record on discrimnation towards
the few renmining national mnorities is good. The
Governnent does not restrict internal or internationa
travel .

Section 498A(a)(4): "respect international |aw and
obligations and adhere to the Hel sinki Final Act of the
Conference on Security and Cooperation in Europe and the
Charter of Paris, including the obligations to refrain from
the threat or use of force and to settle disputes

peaceful l'y."

Wi | e sone progress has been nade toward the observance
of international |aw and obligations and CSCE commtnents in
the area of human rights, armed conflict in Nagorno-Karabakh
continues, although a cease-fire is in place. President Ter-
Pet rosyan, who rose to proni nence and power on the issue of
Nagor no- Kar abakh' s status has refused to recogni ze the self-
procl ai med i ndependence of the "Nagorno-Karabakh Republic"
He has, however, acknow edged all owi ng Arnenian "vol unt eers”
to fight for the Nagorno-Karabakh army. Sone hunman rights
organi zati ons have accused Arneni a of sending regular troops
to fight in Nagorno-Karabakh. There are al so concerns over
the treatnent of Azerbaijani PONs after the Arnenian
government earlier this year returned several bodies to Baku
whi ch, according to international experts, had apparently
been shot at close range in a possible execution, rather
t han havi ng been shot while attenpting to escape, as the
Armeni an government cl ai ned.

The Arnenian governnent began all owi ng | CRC access to POW
canps earlier this year; in October, the parties to the
conflict exchanged prisoners under CSCE auspices. The CSCE
and the U S. Government continue to encourage further
exchanges. Arnenia continues to observe the cease-fire

whi ch has been in effect since May, 1994 and neets
regularly, often within the CSCE M nsk Group, in an effort
to resol ve the Nagorno-Karabakh conflict.

Section 498A(a)(5): "cooperate in seeking peacefu
resol ution of ethnic and regional conflicts."

The CSCE created the Mnsk Group in Spring 1992 as the
forumfor a peaceful, negotiated resolution to the conflict
over Nagor no- Karabakh. Negotiations have focused on



creating the conditions for deploying a multinational CSCE
peacekeeping force to the region as part of a broader
political settlement. Current negotiations center on the
status of disputed territories and the nodalities for the
CSCE mission to the region

Section 498A(a)(6): "inplenent responsible security
policies, including--

(A) adhering to arns control obligations derived from
agreenments signed by the forner Soviet Union

(B) reducing mlitary forces and expenditures to a
| evel consistent with legitimte defense requirenents;

(O not proliferating nuclear, biological, or chemca
weapons, their delivery systens, or related technol ogi es;
and

(D) restraining conventional weapons transfers.”

The CFE Treaty was ratified by the Arnenian Parlianent
in July 1992. Arnenian officials have consistently
expressed determ nation to conply with its provisions.

Wil e there have been concerns about Arnenia's capability to
fulfill its obligations under the CFE Treaty, Arnenia did
provide the data on its conventional forces required by the
Treaty by the Decenber 15, 1993, deadline and has accepted
on-site inspections of forces on its territory. Arnenia is
devel opi ng the expertise needed for inplenmentation of
conplex arns control agreenents. There are indications that
Armenia is trying to establish nechanisns to ensure
fulfillment of arns control obligations.

Armeni a acceded to the NPT as a non-nucl ear weapon state on
July 15, 1993. The U.S. and ot her Wstern governnents have
di scussed efforts to establish effective export contro
systems with Armenia. On March 19, 1993, Arnenia signed the
mul til ateral Chem cal Wapons Convention, which calls for
the eventual elimnation of chenmical weapons.

We have periodically received reports of weapons-of-nass-
destruction proliferation-related transfers involving
Arrmeni a which we carefully reviewin Iight of our I|egal
obligations under the various proliferation sanctions |aws.
None of these reports has resulted in a sanctions

determ nati on during the reporting period.

Armenia is not a significant exporter of conventiona
weapons, but it has provided substantial support, including
materiel, to separatists in the Nagorno-Karabakh regi on of
Azer bai j an.

Section 498A(a)(7): "take constructive actions to protect
the international environment, prevent significant
transborder pollution, and pronobte sustainable use of
natural resources."

The Governnent of Arnenia has taken sonme steps to
establish public policy mechanisnms to address environnenta
i ssues, including the establishnent of a Mnistry of
Envi ronnment and the introduction, at |east on an
experimental basis, of a pollution fee system by which taxes
are levied on air and water enissions and solid waste
di sposal, with the resulting revenues channeled to



environnental protection activities. National environnenta
NGO s are gai ning access to the policy-naking process on
environnental issues. Arnenia has shown an interest in

regi onal cooperation on environnental issues, and has agreed
to the establishnent of a coordination and infornation-
sharing mechanismas a first step toward fuller cooperation
on transborder and international environnental issues.

Section 498A(a)(8): "deny support for acts of internationa
terrorism™

The Governnent of Arnmenia does not grant sanctuary from
prosecution to individuals or groups which have conmitted
acts of international terrorismor otherw se support
international terrorism

Section 498A(a)(9): "accept responsibility for paying an
equi tabl e portion of the indebtedness to United States firms
i ncurred by the fornmer Soviet Union."

In Cctober 1991, shortly before the Soviet Union
di ssol ved, Russia and nine other Soviet republics signed a
Menor andum of Under st andi ng decl aring thensel ves jointly and
severally liable for the pre-Cctober 1991 debt to foreign
creditors of the Soviet Union. |n Decenber 1991, Russia and
seven other republics signed an agreenent which assigned to
each of the newly independent states a share of all the
external assets and foreign debt of the forner Soviet Union
Armeni a signed both the Cctober and Decenber 1991
agreenments. The Decenber 1991 agreenent provided that
Armenia's share of the FSU debt would be 0.86 percent. In
1992, Russia sought to replace the joint and severa
liability principle by seeking full liability for the debt
inreturn for all the external assets. |In Novenber 1992,
Armeni a signed a protocol with Russia under which Russia
wi || take on nmanagenent responsibility for Armenia's share
of the FSU s debt.

In April 1993, Russia and the official creditors of the
former Soviet Union reached agreement on a reschedul i ng of
outstanding arrears and 1993 nmaturities arising fromcredits
extended to the former Soviet Union. The April agreenent

i ncl uded a declaration signed by the Russian government

whi ch acknowl edged and confirned Russia's liability for the
debt to foreign creditors of the forner Soviet Union. A
bilateral agreenent with the United States inplenmenting the
April accord was signed in Washi ngton on Septenber 30, 1993.
On June 4, 1994 Russia and the official creditors of the
former Soviet Union reached agreenent on rescheduling 1994
maturities arising fromcredits extended to the forner
Soviet Union. A bilateral agreement with the United States
i mpl enenting the June accord with respect to debt owed to
the United States was signed Cctober 25, 1994. Pursuant
both to the April 1993 and June 1994 agreenents, Russia has
been engaged in negotiations with the "London C ub" of
unofficial creditors. In these negotiations, Russia has
been seeking to restructure, on terns conparable to those
agreed to by the official creditors, anbunts owed private
creditors, including banks and uni nsured suppliers, arising
fromtheir loans to or other clains on the forner Sovi et

Uni on.



Section 498A(a)(10): "cooperate with the United States
CGovernment in uncovering all evidence regardi ng Anericans
listed as prisoners-of-war, or otherw se m ssing during
Ameri can operations, who were detained in the former Sovi et
Union during the Cold War."

The U.S. effort to uncover evidence of American PO
and MAs in the former Soviet Union is being conducted
t hrough the Joint U S./Russian Comm ssion on POM/M As whi ch
was established in January 1992. The Comm ssion has not
initiated direct negotiations with Armenia.

Section 498A(a)(11): "term nate support for the conmuni st
regime in Cuba, including renoval of troops, closing of
mlitary facilities, and ceasing trade subsidi es and
econom ¢, nucl ear, and other assistance."

The Governnent of Armenia is not providing nilitary,
econom ¢, nuclear, or other assistance to the Governnent of
Cuba.

Checklist for Grounds of Ineligibility
Under Section 498A(b) of the Foreign Assistance Act of
1961

Section 498A(b)(1): Has the President determ ned that the
CGovernment of Arnmenia has "engaged in a consistent pattern
of gross violations of internationally recognized human
rights or of international |aw'?

No. While there have been some shortconings in human
ri ghts observance (as di scussed above), we do not believe
that the Governnment of Arnenia is engaged in such a pattern

Section 498A(b)(2): Has the President determ ned that the
Governnent of Armenia "has failed to take constructive
actions to facilitate the effective inplenmentation of
applicable arns control obligations derived from agreenents
signed by the forner Soviet Union"?

No. While there have been flaws in its record (as
di scussed above), we do not believe that the Governnent of
Armenia has failed to take such actions.

Section 498A(b)(3): Has the President determ ned that,
after Cctober 24, 1992, the Governnent of Arnmenia "know ngly
transferred to another country --

(A) mssiles or mssile technology inconsistent with
t he gui delines and paraneters of the Mssile Technol ogy
Control Regine; or

(B) any material, equipnent, or technology that would
contribute significantly to the ability of such country to
manuf acture any weapon of nass destruction (including
nucl ear, chem cal, and bi ol ogi cal weapons) if the President
determ ne[d] that the material, equipnment, or technol ogy was
to be used by such country in the manufacture of such
weapon" ?

We periodically receive reports of weapons-of-mass-



destruction proliferation-related transfers which we
carefully reviewin |ight of our |egal obligations under the
various proliferation sanctions |aws. None of these reports
has resulted in a sanctions determ nation during the
reporting period.

Section 498A(b)(4): |Is the Governnment of Arnenia
"prohibited fromreceiving such assi stance by section 669 or
670 of [the Foreign Assistance] Act or sections 306(a)(1)
and 307 of the Chem cal and Biol ogi cal Weapons Control and
Warfare Elimnation Act of 1991"?

No. The Governnent of Arnenia is not prohibited from
recei vi ng assi stance under these statutes.

AZERBAI JAN

Criteria for U S. Assistance
Under Section 498A(a) of the Foreign Assistance Act of 1961

Section 201 of the FREEDOM Support Act anmended Section 498A
of the Foreign Assistance Act of 1961 to require that the
President "take into account not only relative need but also
the extent to which that independent state is acting to:"

Section 498A(a)(1): "nake significant progress toward, and
is conmitted to the conprehensive inplenentation of, a
denocratic system based on principles of the rule of |aw,

i ndi vidual freedons, and representative governnent

determ ned by free and fair elections.”

Azerbaijan is on the slow path toward denocracy. The
government continues its harassnment of the opposition
i ncl udi ng detention and suppressi on of denobnstrations. An
i ndependent nedi a exists, but so does censorship and
peri odi ¢ governnent interference in the publication of
newspapers. The |leadership nmaintains that it is commtted
to denocratic principles. There are a nunber of politica
parties represented in the Parlianment, and Parlianentary
el ections are set for summer 1995.

Section 498A(a)(2): "nmake significant progress in, and is
conmtted to the conprehensive inplenentati on of, economc
ref orm based on market principles, private ownership, and
integration into the world econony, including inplenmentation
of the legal and policy frameworks necessary for such reform
(including protection of intellectual property and respect
for contracts)."

The Governnent of Azerbaijan has been slow to enbrace
mar ket -oriented reform although it has taken sone neasures
to open the econony to foreign investnment. The conflict in
Nagor no- Kar abakh has al so had a negative inpact on the
econony and diverted the government's attention away from
economc reform As the conflict shows signs of noving
towards a resolution, the governnent has begun to turn its
attention towards the econony.

The parlianent passed a privatization |aw in August 1994,
but the process has | angui shed since no inplenenting
| egi sl ati on has yet been approved. Private business has



begun to appear, primarily in the retail sector in the main
cities and towns. In addition, many state enterprises are
begi nning to produce and even market their products

i ndependently of central governnent control

Recently, the governnent has stepped up its reformefforts,
partly with the intention of requesting a Systenm c
Transformation Facility loan fromthe IMF. |In April 1994,
the President issued a decree designed to liberalize the
currency market, encourage exports and encourage investment.
Further work needs to be done to elimnmnate surrender
requirenents and to unify its exchange rate. The governnent
was unable to stick to its ambitious budget plan and has
resorted to inflationary issuances of currency. Prices on
energy and bread have been increased to reduce the subsidy,
but price controls remain

Azerbaijan has joined the | M-, EBRD and | BRD, and concl uded
an OPIC agreenent with the United States in Septenber 1992.
In April 1993, Azerbaijan signed a bilateral trade agreenent
with the U S. that woul d extend reciprocal MFN and contai ns
IPR (Intellectual Property Rights) provisions. The trade
agreenment has not yet entered into force. Azerbaijan has

i ntroduced its own currency, the nanat.

Section 498A(a)(3): "respect for internationally recognized
human rights, including the rights of mnorities and the
rights to freedomof religion and enigration.”

The conflict over Nagorno-Karabakh continued to be the
nost significant factor in the human rights situation in
Azerbaijan. The expansion of ethnic Arnenian separatists
into Azeri-popul ated regions in Azerbaijan in 1993 created
hundreds of thousands of additional Azerbaijani displaced
persons. The governnent took steps to suppress politica
opposition and censor the press.

The situation of the renmining ethnic Arnenians in
Azerbaijan remains difficult despite government decl arations
guaranteeing their safety. Wile believers of other faiths
practice their religions without restrictions or sanctions,
Armmeni an churches renmain closed. Sone Arnenians al so have
had difficulties trying to em grate, although other persons
bel onging to ethnic mnority groups have not experienced
probl ens. For those Arnenians who remmin in Baku, the
greatest fear is of being taken hostage in connection with
the conflict in Nagorno-Karabakh

Section 498A(a)(4): "respect international |aw and
obligations and adhere to the Hel sinki Final Act of the
Conference on Security and Cooperation in Europe and the
Charter of Paris, including the obligations to refrain from
the threat or use of force and to settle disputes

peaceful l'y."

The Governnent of Azerbaijan has reiterated its
conmitrment to the observance of international |ega
obligations and CSCE commitnents in the area of human
rights. At the sane tine, the conflict in Nagorno-Karabakh
continues and both sides have conmitted viol ations of
i nternational humanitarian laws. 1In addition, Azerbaijan



has actively disrupted gas transshipnent to and rail and
conmuni cations links with Arnmenia in response to Arnenia's
support for Nagorno-Karabakh separatists. The parties to
the conflict continue to observe a cease-fire which has been
in effect since May, 1994, and they agreed in Septenber to
extend the cease-fire indefinitely. There has been sone

di rect dial ogue between the Arnenian and Azerbaijan
governments, and both are participants in the CSCE M nsk
Group effort to resolve the Nagorno-Karabakh conflict.

There remai n concerns over the treatnent of those captured
in connection with the Nagorno-Karabakh conflict. However,
Azerbaijan has all owed | CRC access to prisoners, and in
Cctober the conflicting parties exchanged prisoners under
CSCE auspices. The CSCE and U.S. Governnment continue to
encour age further exchanges.

Section 498A(a)(5): "cooperate in seeking peacefu
resol ution of ethnic and regional conflicts."

The CSCE created the M nsk Group in Spring 1992 as the
forumfor a peaceful, negotiated resolution to the conflict
over Nagor no- Karabakh. Negotiations have focused on
creating the conditions for deploying a multinational CSCE
peacekeeping force to the region as part of a broader
political settlement. Current negotiations center on the
status of disputed territories and the nodalities for the
CSCE mission to the region. Azerbaijan has repeatedly
stated its commtnent to the CSCE peace process.

Section 498A(a)(6): "inplenent responsible security
policies, including--

(A) adhering to arns control obligations derived from
agreenents signed by the forner Soviet Union

(B) reducing mlitary forces and expenditures to a
| evel consistent with legitimte defense requirenents;

(O not proliferating nuclear, biological, or chemca
weapons, their delivery systens, or related technol ogi es;
and

(D) restraining conventional weapons transfers.”

Azerbaijan has formally declared its wllingness and
intent to accept all of the relevant arns contro
obligations of the forner Soviet Union. The CFE Treaty was
ratified by the Azerbaijani government in July 1992. Wile
Azerbaijan has not provided all notifications required by
the Treaty on its conventional forces, it did provide data
on its conventional forces by the Decenber 1993 Treaty
deadl i ne. Azerbaijan has accepted CFE on-site inspections
of forces on its territory. Azerbaijan is only beginning to
devel op the expertise needed for inplenentation of conplex
arns control agreements, but is taking steps to establish
the necessary infrastructure. Azerbaijan also acceded to
the NPT as a non-nucl ear weapon state on Septenber 22, 1992.

We do not believe that Azerbaijan has engaged in the
proliferation of nuclear, chem cal, or biological weapons,
their delivery systens, or related technol ogy. Azerbaijan
is a signatory to the Chem cal Wapons Convention, which
calls for the eventual elimnation of chem cal weapons.



Azerbaijan is not a significant exporter of conventiona
weapons.

Section 498A(a)(7): "take constructive actions to protect
the international environment, prevent significant
transborder pollution, and pronobte sustainable use of
natural resources."

Wil e informati on on specific "constructive actions"
undertaken by the Azerbaijani Governnent is |limted, we have
no informati on or reason to believe that Azerbaijan has
contributed to transborder pollution or environnental abuse.
Azerbaijan is currently engaged in talks with Russia,

Tur kmeni st an, Kazakhstan and Iran on environnmenta
protection of the Caspian Sea. These marine environnenta
protection talks will include discussion of devel opnent of
the m neral resources of the Caspi an seabed and use of the
sturgeon population in a way that protects the Caspi an
ecosyst em

Section 498A(a)(8): "deny support for acts of internationa
terrorism™

The Governnent of Azerbaijan does not grant sanctuary
from prosecution to individuals or groups which have
commtted acts of international terrorismor otherw se
support international terrorism

Section 498A(a)(9): "accept responsibility for paying an
equi tabl e portion of the indebtedness to United States firms
incurred by the fornmer Soviet Union."

In Cctober 1991, shortly before the Soviet Union
di ssol ved, Russia and nine other Soviet republics signed a
Menor andum of Under st andi ng decl ari ng thensel ves jointly and
severally liable for the pre-Cctober 1991 debt to foreign
creditors of the Soviet Union. |n Decenber 1991, Russia and
seven other republics signed an agreenent which assigned to
each of the newly independent states a share of all the
external assets and foreign debt of the forner Soviet Union
Azerbaijan did not sign either the October or Decenber 1991
agreenments at that tinme. The Decenber 1991 agreenent
provi ded that Azerbaijan's share of the FSU debt woul d be
1.64 percent. In 1992, Russia sought to replace the joint
and several liability principle by seeking full liability
for the debt in return for all the external assets. In
Sept enber 1993, Azerbaijan signed a "zero option" agreenent
wi th Russia under which Russia will pay Azerbaijan's share
of the debt, as defined in the Decenmber 1991 agreenent, in
return for its share of the assets.

In April 1993, Russia and the official creditors of the
former Soviet Union reached agreenment on a reschedul i ng of
outstanding arrears and 1993 maturities arising fromcredits
extended to the former Soviet Union. The April agreenent

i ncl uded a declaration signed by the Russian government

whi ch acknowl edged and confirned Russia's liability for the
debt to foreign creditors of the forner Soviet Union. A
bilateral agreenent with the United States inplenmenting the
April accord was signed in Washi ngton on Septenber 30, 1993.
On June 4, 1994 Russia and the official creditors of the



former Soviet Union reached agreenment on rescheduling 1994
maturities arising fromcredits extended to the forner
Soviet Union. A bilateral agreement with the United States
i npl enenting the June accord with respect to debt owed to
the United States was signed Cctober 25, 1994. Pursuant
both to the April 1993 and June 1994 agreenents, Russia has
been engaged in negotiations with the "London O ub" of
unofficial creditors. In these negotiations, Russia has
been seeking to restructure, on terns conparable to those
agreed to by the official creditors, anpbunts owed private
creditors, including banks and uni nsured suppliers, arising
fromtheir loans to or other clains on the forner Sovi et

Uni on.

Section 498A(a)(10): "cooperate with the United States
Government in uncovering all evidence regardi ng Anericans
listed as prisoners-of-war, or otherw se m ssing during
Ameri can operations, who were detained in the former Sovi et
Union during the Cold War."

The U.S. effort to uncover evidence of American PO
and MAs in the former Soviet Union is being conducted
t hrough the Joint U S./Russian Conmm ssion on POM/ M As whi ch
was established in January 1992. The Comm ssion has not
initiated direct negotiations with Azerbaijan

Section 498A(a)(11): "term nate support for the conmuni st
regime in Cuba, including renoval of troops, closing of
mlitary facilities, and ceasing trade subsidi es and
econom ¢, nucl ear, and other assistance."

The Governnent of Azerbaijan is not providing mlitary,
econom ¢, nuclear, or other assistance to the Governnent of
Cuba.

Checklist for Grounds of Ineligibility
Under Section 498A(b) of the Foreign Assistance Act of 1961

Section 498A(b)(1): Has the President determ ned that the
CGovernment of Azerbaijan has "engaged in a consistent
pattern of gross violations of internationally recognized
human rights or of international |aw'?

No. While there have been serious shortconings in
human ri ghts observance (as discussed above), we do not
beli eve that the Governnent of Azerbaijan is engaged in a
pattern of gross violations.

Section 498A(b)(2): Has the President determ ned that the
CGovernment of Azerbaijan "has failed to take constructive
actions to facilitate the effective inplenmentation of
applicable arns control obligations derived from agreenents
signed by the forner Soviet Union"?

No. We do not believe that the Governnent of
Azerbaijan has failed to take such actions.

Section 498A(b)(3): Has the President determ ned that,
after Cctober 24, 1992, the Governnent of Azerbaijan
"knowi ngly transferred to another country --



(A) mssiles or mssile technology inconsistent with
t he gui delines and paraneters of the Mssile Technol ogy
Control Regine; or

(B) any material, equipnent, or technol ogy that would
contribute significantly to the ability of such country to
manuf act ure any weapon of nass destruction (including
nucl ear, chem cal, and bi ol ogi cal weapons) if the President
determ ne[d] that the material, equipnment, or technol ogy was
to be used by such country in the manufacture of such
weapon" ?

No. W do not believe that the Government of
Azer bai jan has made such transfers.

Section 498A(b)(4): |Is the Governnent of Azerbaijan
"prohibited fromreceiving such assi stance by section 669 or
670 of [the Foreign Assistance] Act or sections 306(a)(1)
and 307 of the Chem cal and Biol ogi cal Weapons Control and
Warfare Elimnation Act of 1991"?

No. The Governnent of Azerbaijan is not prohibited
fromreceiving assi stance under these statutes.

BELARUS

Criteria for U S. Assistance
Under Section 498A(a) of the Foreign Assistance Act of 1961

Section 201 of the FREEDOM Support Act anmended Section 498A
of the Foreign Assistance Act of 1961 to require that the
President "take into account not only relative need but also
the extent to which that independent state is acting to:"

Section 498A(a)(1): "mmke significant progress toward, and
is conmitted to the conprehensive inplenentation of, a
denocratic system based on principles of the rule of |aw,

i ndi vidual freedons, and representative governnent

determ ned by free and fair elections.”

Bel arus made inportant strides in political reformin
1994. The Suprenme Sovi et passed in Decenber 1994 a | aw on
parlianmentary el ections, detailing the nethod of election
Parlianmentary el ecti ons have been schedul ed for May 14,
1995. The Supreme Sovi et adopted a new constitution in
March 1994, which provided, inter alia, for the creation of
a Presidency and a constitutional court. Belarus' first-
ever president, Al eksandr Lukashenko, was elected in July in
an election that was generally considered free and fair
Lukashenko, then a nenber of parlianment, defeated a range of
candidates in that election, including the incunbent prine
mnister. Although there have been instances of press
censorshi p, the governnent has not generally suppressed
political activity and a political opposition functions in
the press and on the floor of the Supreme Soviet. On the
whol e, there has been progress since independence in the
areas of freedom of travel, assenbly, speech and religion

Section 498A(a)(2): nake significant progress in, and is
conmitted to the conprehensive inplenentati on of, economc
ref orm based on market principles, private ownership, and
integration into the world econony, including inplenmentation
of the legal and policy frameworks necessary for such reform



(including protection of intellectual property and respect
for contracts).

Shortly after his election in the sumrer of 1994,
Presi dent Lukashenko announced that Bel arus had no
alternative to market-oriented reform Over the next
several months his governnent's perfornance was m xed, with
sone freeing of prices on basic comodities, rent and
services but no effort nmade to increase privatization and
l[imt credit em ssions. Negotiations are ongoing with the
| M= on the second tranche of a System c Transformation
Facility and a Stand-by program Lukashenko announced
further price liberalization, hard budget restraints, and
i ncreased privatization in order to qualify for this new
financing. Sone sort of "social safety net" provisions are
likely to be included with these reforms to protect the nost
vul nerabl e nenbers of society.

The Bel arus governnment wants to attract foreign investnent
and has introduced refornms to i nprove the investnent
climate, but there are few concrete inplenenting policies.
A law on copyright protection is in the draft stage.

Bel arus is a menber of the IM-, |BRD and EBRD, we have
encour aged the Bel arusi an government to work actively with
these institutions on a conprehensive econonic reform
program An OPIC agreenent entered into force in 1992. A
trade agreenent between Belarus and the United States which
extends reciprocal MFN status and contains IPR (Intellectua
Property Right) provisions entered into force in February
1993. A bilateral investnment treaty has been negotiated and
was ratified by the Belarusian Parlianent in October, but
still awaits U S. ratification before it can enter into
force.

Section 498A(a)(3): "respect for internationally recognized
human rights, including the rights of mnorities and the
rights to freedomof religion and enigration.”

Bel arus declared its commtment to observe
internationally recognized human rights, including the
protection of nmenbers of minorities, when it joined the CSCE
in January 1992. These conmitrents were further adopted as
part of the new constitution introduced in 1994. Respect
for human rights has progressed in inportant areas since
Bel arus' independence in 1991. Ethnic tensions have not
been a problemin Belarus and persons of all faiths nay now
worship wi thout fear of persecution. Emigration procedures
have been rel axed considerably. However, freedom of the
press, although provided for in existing |egislation, has
yet to be fully observed in practice. The governnent
mai ntai ns a nmeasure of control over the press through its
financial support, and has enpl oyed sl ander |laws in the past
to mnimze criticismof its policies.

Section 498A(a)(4): "respect international |aw and
obligations and adhere to the Hel sinki Final Act of the
Conference on Security and Cooperation in Europe and the
Charter of Paris, including the obligations to refrain from
the threat or use of force and to settle disputes

peaceful l'y."



Bel arus has denonstrated its respect for internationa
| aw and obligations through its active participation in the
CSCE and has shown no tendency to use or threaten to use
force to settle disputes.

Section 498A(a)(5): -cooperate in seeking peacefu
resol ution

Bel arus is not involved in ethnic or regional conflicts
and has supported the CI'S and CSCE as conflict-resol ving
nmechani sns. Belarus is only a conditional nmenber of the CI'S
Col l ective Security agreenent; no foreign troops may be
depl oyed to Bel arus, nor nay Bel arusi an troops be sent
abroad, wi thout the explicit approval of the Suprenme Soviet.

Section 498A(a)(6): inplenent responsible security policies,
i ncl udi ng- -

(A) adhering to arns control obligations derived from
agreenments signed by the forner Soviet Union

(B) reducing mlitary forces and expenditures to a
| evel consistent with legitimte defense requirenents;

(O not proliferating nuclear, biological, or chemca
weapons, their delivery systens, or related technol ogi es;
and

(D) restraining conventional weapons transfers.”

Bel arus has formally declared its acceptance of all of
the relevant arns control obligations of the forner Soviet
Union. It has ratified the START and CFE treaties. Belarus
fulfilled all CFE data, notification and reduction
requirenents for the second CFE reduction year ending in
Novenber 1994. Bel arus acceded to the NPT as a non-nucl ear
weapon state (which it had conmitted to do in the May 1992
Li sbon Protocol to START I) in July 1993 and deposited its
i nstrunment of accession with the three NPT co-depository
states. Belarus will conclude a full-scope saf eguards
agreenment with the AEA. Belarus participates in
di scussions on inplenenting the INF, ABM and START treaties
as a successor state to the Soviet Union. All fornmer Soviet
tactical nucl ear weapons were renoved from Bel arus by May
1992, two nonths ahead of the announced deadline. Also in
May 1992, Belarus signed a |letter acconmpanying the Lisbon
Protocol to START pronmising to elinmnate all strategic
of fensive arms located in Belarus. Belarus and Russia have
set a 1996 target date for renmoving all nuclear weapons from
Bel arusian territory, well ahead of the seven-year START
reducti on period.

The governnent's official policy is to reduce its arned
forces by nore than half and to be a neutral, non-nucl ear-
weapon state. Belarus was the first of the NIS to sign
agreenments with the U S. under the Nunn-Lugar program
provi di ng assistance in the areas of export control, defense
conversion, environnental restoration, and the establishment
of a continuous comunications link with the US. NRC. W
do not believe that Belarus has engaged in the proliferation
of nuclear, biological, or chem cal weapons, their delivery
systens, or related technology. Belarus is an origina
signatory to the nultilateral Chem cal Wapons Convention
Bel arus has engaged in |limted comercial conventiona



weapons transactions. It seeks to convert certain defense
facilities to civilian production but |acks the funds to do
so quickly.

Section 498A(a)(7): "take constructive actions to protect
the international environment, prevent significant
transborder pollution, and pronobte sustainable use of
natural resources."

Bel arus has taken positive steps to address
i nternational environnental issues by establishing
mnistries of energy, forestry and water resources, and |and
reclamation. It has also established state committees on
consequences of the Chernobyl accident, ecology, and
supervision of safety procedures in industry and the nucl ear
power industry. Belarus suffered nost of the effects of
Chernobyl and has actively sought U S. and other outside
assistance in cleaning up areas devastated by radiation

Section 498A(a)(8): "deny support for acts of internationa
terrorism™

The Governnent of Bel arus does not grant sanctuary from
prosecution to individuals or groups that have commtted
acts of international terrorismor otherw se support
international terrorism

Section 498A(a)(9): "accept responsibility for paying an
equi tabl e portion of the indebtedness to United States firms
incurred by the forner Soviet Union."

In Cctober 1991, shortly before the Soviet Union
di ssol ved, Russia and nine other Soviet republics signed a
Menor andum of Under st andi ng decl aring thensel ves jointly and
severally liable for the pre-Cctober 1991 debt to foreign
creditors of the Soviet Union. |n Decenber 1991, Russia and
seven other republics signed an agreenent which assigned to
each of the newly independent states a share of all the
external assets and foreign debt of the forner Soviet Union
Bel arus signed both the October and Decenber 1991
agreenments. The Decenber 1991 agreenent provided that

Bel arus' share of the FSU debt would be 4.13 percent. In
1992, Russia sought to replace the joint and severa
liability principle by seeking full liability for the debt
inreturn for all the external assets. |In July 1992,

Bel arus signed a "zero option" agreenent with Russia under
which Russia will pay Belarus' share of the debt in return

for its share of the assets.

In inplenenting this arrangenment, in April 1993, Russia and
the official creditors of the former Soviet Union reached
agreenment on a rescheduling of outstanding arrears and 1993
maturities arising fromcredits extended to the forner
Soviet Union. The April agreenent included a declaration
signed by the Russian governnent which acknow edged and
confirmed Russia's liability for the debt to foreign
creditors of the forner Soviet Union. A bilateral agreenent
with the United States inplenmenting the April accord was
signed i n Washi ngton on Septenber 30, 1993. In June 1994,
Russia and the official creditors of the forner Soviet Union
reached agreenent on a rescheduling of outstanding arrears



and 1994 maturities arising fromcredits extended to the
former Soviet Union. A bilateral agreenent with the United
States inplenenting the April accord was signed in

Washi ngton on October 25, 1994. Pursuant to the June
agreenment, Russia is now seeking to restructure, on terns
conparable to those agreed to by the official creditors,
amounts owed private creditors, including banks and

uni nsured suppliers, arising fromtheir |oans to or other
claims on the former Soviet Union

Section 498A(a)(10): "cooperate with the United States
CGovernment in uncovering all evidence regardi ng Anericans
listed as prisoners-of-war, or otherw se m ssing during
Ameri can operations, who were detained in the former Sovi et
Union during the Cold War."

The U.S. effort to uncover evidence of American PO
and MAs in the former Soviet Union is being conducted
t hrough the Joint U S./Russian Conm ssion on POM/ M As,
whi ch was established in January 1992. The Joi nt Commi ssion
sponsored several trips to Belarus in 1994 and has
considered its work with the Governnent of Belarus as a
nodel of cooperation.

Section 498A(a)(11): 'term nate support for the communi st
regime in Cuba, including renoval of troops, closing of
mlitary facilities, and ceasing trade subsidi es and
econom ¢, nucl ear, and other assistance.

The Governnent of Belarus is not providing nilitary,
econom ¢, nuclear, or other assistance to the Governnent of
Cuba.

Checklist for Gound s of Ineligibility
Under Section 498A(b) of the Foreign Assistance Act of 1961

Section 498A(b)(1): Has the President determ ned that the
CGovernment of Bel arus has "engaged in a consistent pattern
of gross violations of internationally recognized human
rights or of international |aw'?

No. We do not believe that the Governnment of Belarus is
engaged in such a pattern

Section 498A(b)(2): Has the President determ ned that the
Governnent of Belarus 'has failed to take constructive
actions to facilitate the effective inplenmentation of
applicable arns control obligations derived from agreenents
signed by the forner Soviet Union"?

No. We do not believe that the Governnent of Bel arus
has failed to take such actions.

Section 498A(b)(3): Has the President determ ned that, after
Cct ober 24, 1992, the Governnent of Bel arus know ngly
transferred to another country:

(A mssiles or missile technology inconsistent with
t he gui delines and paraneters of the Mssile Technol ogy
Control Regine; or

(B) any material, equiprment, or technol ogy that woul d



contribute significantly to the ability of such country to
manuf acture any weapon of nass destruction (including

nucl ear, chem cal, and bi ol ogi cal weapons) if the President
determ ned that the naterial, equipnent, or technol ogy was
to be used by such country in the manufacture of such
weapon?"

No. We do not believe that the Governnent of Bel arus
has made such transfers.

Section 498A(b)(4): Is the Governnent of Belarus "prohibited
fromreceiving such assi stance by section 669 or 670 of [the
Forei gn Assistance] Act or sections 306(a)(1) and 307 of the
Chemi cal and Bi ol ogi cal Wapons Control and Warfare

El i mi nati on Act of 1991"?

No. The Governnent of Belarus is not prohibited from
recei vi ng assi stance under these statutes.

GEORG A

Criteria for U S. Assistance
Under Section 498A(a) of the Foreign Assistance Act of 1961

Section 201 of the FREEDOM Support Act anended Section 498A
of the Foreign Assistance Act of 1961 to require that the
President "take into account not only relative need but also
the extent to which that independent state is acting to"

Section 498A(a)(1): "nake significant progress toward, and
is conmitted to the conprehensive inplenentation of, a
denocratic system based on principles of the rule of |aw,

i ndi vidual freedons, and representative governnent

determ ned by free and fair elections.”

El ections were held on Cctober 11, 1992, in 75 of 84
election districts. Elections were not held in the
remai ning districts because of the |lack of governnent
control over these areas. The elections overall appear to
have been a valid exercise of free choice outside of the non-
voting areas in Abkhazia, Mengrelia and South Gssetia. The
new Parlianent, which convened on Novenber 4, 1993, has
formed a parlianmentary committee to re-wite the Georgian
constitution. The commttee is expected to report early in
1995. The next elections are scheduled for Fall 1995.

Section 498A(a)(2): "nmake significant progress in, and is
conmitted to the conprehensive inplenentati on of, economc
ref orm based on market principles, private ownership, and
integration into the world econony, including inplenmentation
of the legal and policy frameworks necessary for such reform
(including protection of intellectual property and respect
for contracts)."

The Georgi an econony has been crippled by war,
eart hquake and trade disruptions in addition to the |egacy
of a centralized, conmand econony. Between 1990 and the end
of 1993, the econony declined by an estimted 70 percent.
This decline continued in 1994. The Georgi an coupon becane
the sole legal tender in July 1993. The nonetary and fisca
policies of the Georgian governnent contributed to the



dramati ¢ weakeni ng of the coupon in Fall 1993, and its
virtual abandonment as a currency and substitution by the
Russian ruble. In the last few nonths, the Government of
Georgi a has shown signs of tightening fiscal and nonetary
policy. GCeorgia has agreed to a conprehensive reform
programwi th the International Mpnetary Fund, which approved
an initial extension of funds under the Systemc
Transformation Facility in Decenber 1994.

The Georgian parlianent has passed several |aws |aying the
groundwork for a market econonmy. These include a foreign

i nvestnment |aw that allows for 100 percent foreign

owner ship, laws on the foundati ons of ownership and

| easehol d rel ations, and a privatization |aw. Myst prices
have been freed, and renai ni ng subsidi es on bread and
transportation are to be elimnated in 1995. Al npst al
housing and a |l arge proportion of agricultural [and have
been privatized, but work renmains on devel opi ng and
conpletion of a legal franmework for property rights. Wile
snmal | -scal e privatization is proceedi ng quickly, medium and
| arge-scale privatization has only just begun. As part of
its stabilization program GCeorgia has pledged to
restructure and drastically reduce the size of its

gover nnent sect or

Ceorgia is a nmenber of the M- and Wirld Bank. The
bilateral trade agreenent with the U S., which provides
nmutual MFN treatment and contains intellectual property
rights provisions, cane into force in August 1993. An OPIC
agreenment has been in force since 1992.

Section 498A(a)(3): "respect internationally recognized
human rights, including the rights of mnorities and the
rights to freedomof religion and enigration."

Sone progress has been made in the protection of hunman
rights. Freedomof religion, as well as freedomfor foreign
and internal travel, including emigration, are unrestricted.
Nevert hel ess, the human rights situation in Georgia
continues to be of serious concern. The arned conflicts in
South Ossetia and particularly in Abkhazia have pronpted
al | egations of human rights violations by all sides. 1In
addi ti on, freedom of speech, the press, and assenbly are
restricted by the government to varyi ng degrees, although
| ess so than in the past.

Section 498A(a)(4): ‘"respect international |aw and
obligations and adhere to the Hel sinki Final Act of the
Conference on Security and Cooperation in Europe and the
Charter of Paris, including the obligations to refrain from
the threat or use of force and to settle disputes

peaceful l'y."

Wi | e sone progress has been nade toward the observance
of international |egal obligations and CSCE commtnents in
the area of hunman rights, the issue of the status of
Abkhazi a renai ns unresolved. The U S. continues to urge al
parties to pursue a peaceful resolution of the conflict in a
manner that safeguards both the territorial integrity of
Georgia and the rights of individuals belonging to ethnic
mnorities.



Section 498A(a)(5): "cooperate in seeking peacefu
resol ution of ethnic and regional conflicts."

Chai rman Shevardnadze has consistently stressed the
need for a negotiated settlenent to the conflict in
Abkhazi a, and has pl edged to continue this approach despite
Abkhazi a's unilateral declaration of independence in
Novenber of 1994. Since 1992, a CSCE m ssion has been
working in Georgia to facilitate a political settlenent of
the South OCssetia dispute. Its nandate was recently
expanded to include devel opi ng denocratic institutions and
protecting respect for human rights throughout Georgia.

Section 498A(a)(6): "inplenent responsible security
policies, including--

(A) adhering to arns control obligations derived from
agreenments signed by the forner Soviet Union

(B) reducing mlitary forces and expenditures to a
| evel consistent with legitimte defense requirenents;

(O not proliferating nuclear, biological, or chemca
weapons, their delivery systens, or related technol ogi es;
and

(D) restraining conventional weapons transfers.”

Under the | eadership of former Soviet Foreign Mnister
Eduard Shevardnadze, Georgia has consistently made clear its
conmtrment to achieving full inplenmentation of the CFE
Treaty, of which Shevardnadze was a nmjor architect.
Shortconings in the Georgians' inmplenentation of CFE
provi si ons have been procedural not substantive. Georgia's
failure to provide its Decenber 1993 CFE data appears to be
aresult of limted resources and i nexperience. Georgia has
pl edged to provide the CFE data shortly. Georgia has
accepted CFE i nspections of forces on its territory.

The Georgi an governnent is negotiating with Russia over the
di sposition of weapons and mlitary facilities on Georgian
territory. The ill-equipped Georgian mlitary has not built
up its stock of arns and equi prent and has been hard-pressed
to maintain its forces in Abkhazia and South GCsseti a.

We do not believe that Georgia has engaged in significant
transfers of conventional weapons, or in the proliferation
of nuclear, biological, or chem cal weapons, their delivery
systens, or related technology. Georgia acceded to the
Nucl ear Non-Proliferation Treaty as a non-nucl ear weapon
state on March 7, 1994. The U. S. and other Wstern
governments have discussed efforts to establish effective
export control systens with Georgia. Georgia has indicated
its intention, as a successor to the forner Soviet Union, to
become a party to the ABM Treaty. GCeorgia is an origina
signatory to the nultilateral Chem cal Wapons Convention
which calls for the eventual elimnation of chemca
weapons.

Section 498A(a)(7): "take constructive actions to protect
the international environment, prevent significant
transborder pollution, and pronobte sustainable use of
natural resources."



The Governnent of Georgia has taken sonme steps to
establish public policy mechanisnms to address environnenta
i ssues, including the establishnent of a Mnistry of
Environnent. National environmental NGO s are gaining
access to the policy-nmaking process on environnental issues,
and a Green Party is active. Georgia has shown an interest
in regional cooperation on environmental issues, and has
agreed to the establishnment of a coordination and
i nformati on sharing mechanismas a first step toward fuller
cooperation on transborder and international environnenta
i ssues.

Section 498A(a)(8): "deny support for acts of internationa
terrorism™

The Governnent of Georgia does not grant sanctuary from
prosecution to individuals or groups which have conmitted
acts of international terrorismor otherw se support
international terrorism

Section 498A(a)(9): "accept responsibility for paying an
equi tabl e portion of the indebtedness to United States firms
i ncurred by the fornmer Soviet Union."

In Cctober 1991, shortly before the Soviet Union
di ssol ved, Russia and nine other Soviet republics signed a
Menor andum of Under st andi ng decl ari ng thensel ves jointly and
severally liable for the pre-Cctober 1991 debt to foreign
creditors of the Soviet Union. |n Decenber 1991, Russia and
seven other republics signed an agreenent which assigned to
each of the newly independent states a share of all the
assets and foreign debt of the fornmer Soviet Union. GCeorgia
signed both the Cctober and Decenber 1991 agreenents. The
December 1991 agreenent provided that CGeorgia's share of the

FSU debt would be 1.62 percent. In 1992, Russia sought to
repl ace the joint and several liability principle by seeking
full liability for the debt in return for all the externa

assets. GCeorgia has signed an agreenment with Russia
transferring Georgia' s share of the FSU debt to Russia in
exchange for its share of FSU assets (the so called "zero
option").

In April 1993, Russia and the official creditors of the
former Soviet Union reached agreement on a reschedul i ng of
outstanding arrears and 1993 nmaturities arising fromcredits
extended to the former Soviet Union. The April agreenent

i ncl uded a declaration signed by the Russian government

whi ch acknowl edged and confirned Russia's liability for the
debt to foreign creditors of the forner Soviet Union. A
bilateral agreenent with the United States inplenmenting the
April accord was signed in Washi ngton on Septenber 30, 1993.
On June 4, 1994 Russia and the official creditors of the
former Soviet Union reached agreenment on rescheduling 1994
maturities arising fromcredits extended to the forner
Soviet Union. A bilateral agreement with the United States
i mpl enenting the June accord with respect to debt owed to
the United States was signed Cctober 25, 1994. Pursuant
both to the April 1993 and June 1994 agreenents, Russia has
been engaged in negotiations with the "London O ub" of
unofficial creditors. In these negotiations, Russia has
been seeking to restructure, on terns conparable to those



agreed to by the official creditors, anpbunts owed private
creditors, including banks and uni nsured suppliers, arising
fromtheir loans to or other clains on the forner Sovi et

Uni on.

Section 498A(a)(10): "cooperate with the United States
Government in uncovering all evidence regardi ng Anericans
listed as prisoners-of-war, or otherw se m ssing during
Ameri can operations, who were detained in the former Sovi et
Union during the Cold War."

The U.S. effort to uncover evidence of American PO
and MAs in the former Soviet Union is being conducted
t hrough the Joint U S./Russian Conmm ssion on POM/M As whi ch
was established in January 1992. The Comm ssion has not
initiated direct negotiations with Georgia.

Section 498A(a)(11): "termi nate support for the conmuni st
regime in Cuba, including renoval of troops, closing of
mlitary facilities, and ceasing trade subsidi es and
econom ¢, nucl ear, and other assistance."

The Governnent of Georgia is not providing nilitary,
econom ¢, nuclear, or other assistance to the Governnent of
Cuba.

Checklist for Grounds of Ineligibility
Under Section 498A(b) of the Foreign Assistance Act of 1961

Section 498A(b)(1): Has the President determ ned that the
CGovernment of Georgia has "engaged in a consistent pattern
of gross violations of internationally recognized human
rights or of international |aw'?

No. While there have been serious shortconings in
human ri ghts observance (as discussed above), we do not
bel i eve that the Governnent of Georgia is engaged in such a
pattern.

Section 498A(b)(2): Has the President determ ned that the
Government of Georgia "has failed to take constructive
actions to facilitate the effective inplenmentation of
applicable arns control obligations derived from agreenents
signed by the forner Soviet Union"?

No. While there have been flaws in its record (as
di scussed above), we do not believe that the Governnent of
Ceorgia has failed to take such acti ons.

Section 498A(b)(3): Has the President determ ned that,
after Cctober 24, 1992, the Governnent of Georgia "know ngly
transferred to another country --

(A) mssiles or mssile technology inconsistent with
t he gui delines and paraneters of the Mssile Technol ogy
Control Regine; or

(B) any material, equipnent, or technol ogy that would
contribute significantly to the ability of such country to
manuf acture any weapon of nass destruction (including
nucl ear, chem cal, and bi ol ogi cal weapons) if the President
determ ne[d] that the material, equipnment, or technol ogy was



to be used by such country in the manufacture of such
weapon" ?

No. We do not believe that the Government of Ceorgia
has made such transfers.

Section 498A(b)(4): |Is the Governnment of Georgia
"prohibited fromreceiving such assi stance by section 669 or
670 of [the Foreign Assistance] Act or sections 306(a)(1)
and 307 of the Chem cal and Biol ogi cal Weapons Control and
Warfare Elimnation Act of 1991"?

No. The Governnent of Georgia is not prohibited from
recei vi ng assi stance under these statutes.

KAZAKHSTAN

Criteria for U S. Assistance
Under Section 498A(a) of the Foreign Assistance Act of 1961

Section 201 of the FREEDOM Support Act anmended Section 498A
of the Foreign Assistance Act of 1961 to require that the
President "take into account not only relative need but also
the extent to which that independent state is acting to"

Section 498A(a)(1): "nake significant progress toward, and
is conmitted to the conprehensive inplenentation of, a
denocratic system based on principles of the rule of |aw,

i ndi vidual freedons, and representative governnent

determ ned by free and fair elections.”

In Decenmber 1991, shortly before the United States
formal |y recogni zed Kazakhstan as an i ndependent state,
Nur sul tan Nazarbayev won Kazakhstan's first presidentia
el ection in a single-candidate contest. Presidentia
elections will next be held in 1996. The Suprene Soviet,
whi ch remains the | egislative branch, adopted in January
1993 a new constitution that vests nost authority in the
President, but also includes substantial protections for
i ndi vidual s, including nenbers of non-Kazakh ethnic groups.
Several opposition political parties are registered and
politically active, including in the Suprene Soviet. New
political groups have appeared but sonme have not been
allowed to register or operate freely. Parlianentary
el ections were held in March 1994. Wil e comrendi ng the
government for holding elections in which opposition groups
had canpai gned, the CSCE Parlianentary Assenbly observer
del egati on concluded that the el ection had not net
i nternational standards and could not be considered free and
fair. Nonetheless, while generally supportive of President
Nazer bayev's positions, the new parlianment has denonstrated
sone i ndependence in key votes.

Section 498A(a)(2): "nmake significant progress in, and is
conmitted to the conprehensive inplenentati on of, economc
ref orm based on market principles, private ownership, and
integration into the world econony, including inplenmentation
of the legal and policy frameworks necessary for such reform
(including protection of intellectual property and respect
for contracts)."



Kazakhstan continues to nake good progress in
restructuring its econom c system The government has
virtually conpleted price liberalization, prepared
| egi sl ati on on banki ng, privatization, bankruptcy and ot her
key areas, undertaken tax reform inplenented trade and
exchange reform |liberalized investnent |aws and begun the
process of privatization. Housing privatization is close to
conpletion in nost regions. The privatization law permts
privatization in all sectors of the econony, including
def ense, and does not discrininate against non-citizens.
Kazakhstan i ntroduced its national currency, the "tenge", in
Novermber 1993 which has helped it establish an independent
nonetary policy. An OPIC agreenent, a trade agreenent and a
bilateral investment treaty are in force, and a treaty to
avoi d double taxation is awaiting ratification by both the
U. S. and Kazakhstani governnents. Kazakhstan is a nmenber of
the International Monetary Fund, the International Bank for
Reconstructi on and Devel opnent, the EBRD and the ADB.
Kazakhst an negoti ated an | M- standby program which went into
effect in January 1994. Further funding was suspended this
spring due to Kazakhstan's failure to stay within I M-
gui del i nes, but financial discipline has since inproved.

In Cctober 1994, President Nazerbayev requested the
resignation of Prine Mnister Tereshchenko and his cabi net,
citing the need for accelerated economic reform The new
government under Prine Mnister Akezhan Kazhegeldin is nore
clearly committed to econonic reform

Section 498A(a)(3): "respect internationally recognized
human rights, including the rights of mnorities and the
rights to freedomof religion and enigration.”

Freedom of assenbly and religion are generally
respected, but freedom of novenment within the country is
occasionally limted. The Commttee for National Security
(KNB) has |egal authority to deny perm ssion to travel in
and out of the country. The press is increasingly
pluralistic, with a |large nunber of non-officia
publications, although we continue to receive credible
reports of government harassnent of independent nedia.
While ethnic Slavs and other minorities are concerned about
increasing discrimnation in favor of ethnic Kazakhs in
government enpl oynent, state-controlled enterprises,
education and housi ng, President Nazarbayev has publicly
enphasi zed that all nationalities are welcone and entitled
to equal treatnent under the law. The constitution includes
substantial protections for individuals, including nenbers
of non-Kazakh et hni c groups.

Section 498A(a)(4): "respect international |aw and
obligations and adhere to the Hel sinki Final Act of the
Conference on Security and Cooperation in Europe and the
Charter of Paris, including the obligations to refrain from
the threat or use of force and to settle disputes

peaceful l'y."

The Governnent of Kazakhstan has nmade a strong
conmtrment to respect the observance of international |ega
obligations and CSCE conmmitnents. Kazakhstan is at peace
with its neighbors, and is in the process of fornmng a



defensive mlitary force that would not be an offensive
threat to the region. Kazakhstan is also a strong proponent
of di al ogue and cooperation anong the states of the forner
Sovi et Union. Kazakhstan has applied for nenbership in the
Partnership for Peace and has submitted a Presentation
Docunent .

Section 498A(a)(5): "cooperate in seeking peacefu
resol ution of ethnic and regional conflicts."

Kazakhstan is involved and supportive of regional and
international efforts to resolve peacefully the conflict in
Taj i kistan, and has al so played a constructive role in
trying to achi eve peaceful settlenent of the conflict
bet ween Arnenia and Azerbaijan. Kazakhstan is conmitted to
establishing a nulti-ethnic national identity and is
particularly sensitive to the concerns of the large ethnic
Russi an community in Kazakhst an.

Section 498A(a)(6): "inplenent responsible security
policies, including--

(A) adhering to arns control obligations derived from
agreenments signed by the forner Soviet Union

(B) reducing mlitary forces and expenditures to a
| evel consistent with legitimte defense requirenents;

(O not proliferating nuclear, biological, or chemca
weapons, their delivery systens, or related technol ogi es;
and

(D) restraining conventional weapons transfers.”

Kazakhstan was the second NI'S with nucl ear weapons on
its soil at the tine of independence to accede to the NPT as
a non-nucl ear weapon state, doing so in February, 1994.
Almaty has also ratified the CFE and START treaties and is a
full successor and participant in the INF Treaty and is
likely to becone so wit respect to the ABM Treaty.
Kazakhstan is also committed to nmaintaining a mlitary force
consistent with legitimte defense requirenments. W do not
bel i eve that Kazakhstan has engaged in significant transfers
of conventional weapons, or in the proliferation of nuclear
bi ol ogi cal, or chem cal weapons, their delivery systens, or
rel ated technol ogy. Kazakhstan is an original signatory to
the nmultilateral Chem cal Wapons Convention, which calls
for the eventual elimnation of cheni cal weapons.

Kazakhstan signed a full-scope saf eguards agreenent in July
1994 and is preparing the required inventory for the | AEA.
Kazakhstan's Novermber 1994 sale to the U S. of approxi mately
600 kil ograms of highly enriched urani um denonstrated
Almaty's willingness to work closely with the U S. to
advance gl obal peace and stability.

Section 498A(a)(7): "take constructive actions to protect
the international environment, prevent significant
transborder pollution, and pronobte sustainable use of
natural resources."

Kazakhst an suffered severe environnmental degradation
under Soviet rule, and there is broad-based support for
donestic protection of the environnment. Kazakhstan has
shown an interest in regional cooperation on environnenta



i ssues, and has agreed to the establishnent of a

coordi nation and information sharing nechanismas a first
step toward fuller cooperation on transborder and

i nternational environmental issues. Kazakhstan has taken
sone steps to establish public policy mechanisns to address
environnental issues, including the establishment of a

M nistry of Environnment and the introduction, at |east on an
experinmental basis, of a pollution fee system by which taxes
are levied on air and water enissions and solid waste

di sposal, with the resulting revenues channeled to
environnental protection activities. National environnenta
NGO s are gai ning access to the policy-naking process on
envi ronnent al i ssues.

Kazakhst an has been an active and constructive player in
regional and international efforts addressed to alleviate
the deteriorating environmental conditions and foster

regi onal cooperation in the Aral Sea basin. Kazakhstan
Presi dent Nazarbayev is al so President of the Internationa
Fund for Saving the Aral Sea. Kazakhstan has worked with
the Worl d Bank and international donors on a 15- to 20- year
plan to stabilize the Aral Sea. The government is currently
considering a draft bilateral agreenent on the environnment
which it has discussed with the U S. over the |last year
Kazakhstan is currently engaged in talks with Russia,

Tur knmeni st an, Azerbaijan and Iran on environnenta
protection of the Caspian Sea. These marine environnenta
protection talks will include discussion of devel opnent of
the m neral resources of the Caspi an seabed and use of the
sturgeon population in a way that protects the Caspi an
ecosyst em

Section 498A(a)(8): "deny support for acts of internationa
terrorism™

The Governnent of Kazakhstan does not grant sanctuary
from prosecution to individuals or groups which have
commtted acts of international terrorismor otherw se
support international terrorism

Section 498A(a)(9): "accept responsibility for paying an
equi tabl e portion of the indebtedness to United States firms
i ncurred by the fornmer Soviet Union."

In Cctober 1991, shortly before the Soviet Union
di ssol ved, Russia and nine other Soviet republics signed a
Menor andum of Under st andi ng decl ari ng thensel ves jointly and
severally liable for the pre-Cctober 1991 debt to foreign
creditors of the Soviet Union. |n Decenber 1991, Russia and
seven other republics signed an agreenent which assigned to
each of the newly independent states a share of all the
external assets and foreign debt of the forner Soviet Union
Kazakhst an signed both the October and Decenber 1991
agreenments. The Decenber 1991 agreenent provided that
Kazakhstan's share of the FSU debt would be 3.86 percent.
In 1992, Russia sought to replace the joint and severa
liability principle by seeking full liability for the debt
inreturn for all the external assets. |n Septenber 1993,
Kazakhstan signed a "zero option" agreenent with Russia
under which Russia will pay Kazakhstan's share of the debt
inreturn for its share of the assets.



In April 1993, Russia and the official creditors of the
former Soviet Union reached agreenment on a reschedul i ng of
outstanding arrears and 1993 nmaturities arising fromcredits
extended to the former Soviet Union. The April agreenent

i ncl uded a declaration signed by the Russian government

whi ch acknow edged and confirned Russia's liability for the
debt to foreign creditors of the forner Soviet Union. A
bilateral agreenent with the United States inplenmenting the
April accord was signed in Washi ngton on Septenber 30, 1993.
On June 4, 1994 Russia and the official creditors of the
former Soviet Union reached agreenment on rescheduling 1994
maturities arising fromcredits extended to the forner
Soviet Union. A bilateral agreement with the United States
i npl enenting the June accord with respect to debt owed to
the United States was signed Cctober 15, 1994. Consi stent
with the terns of the April 1993 and June 1994 agreenents,
Russi a has been engaged in negotiations with the "London

Cl ub" of unofficial creditors. In these negotiations,
Russi a has been seeking to restructure, on terns conparable
to those agreed to by the official creditors, amunts owed
private creditors, including banks and uni nsured suppliers,
arising fromtheir loans to or other clains on the forner
Sovi et Uni on.

Section 498A(a)(10): "cooperate with the United States
CGovernment in uncovering all evidence regardi ng Anericans
listed as prisoners-of-war, or otherw se m ssing during
Ameri can operations, who were detained in the former Sovi et
Union during the Cold War."

The U.S. effort to uncover evidence of American PO
and MAs in the former Soviet Union is being conducted
t hrough the Joint U S./Russian Conmm ssion on POM/M As whi ch
was established in January 1992. The Governnent of
Kazakhst an has been cooperative with all related interviews
conducted i n Kazakhst an

Section 498A(a)(11): "term nate support for the conmuni st
regime in Cuba, including renoval of troops, closing of
mlitary facilities, and ceasing trade subsidi es and
econom ¢, nucl ear, and other assistance."

The Governnent of Kazakhstan is not providing nmlitary,
econom ¢, nuclear, or other assistance to the Governnent of
Cuba.

Checklist for Grounds of Ineligibility
Under Section 498A(a) of the Foreign Assistance Act of 1961

Section 498A(b)(1): Has the President determ ned that the
Government of Kazakhstan has "engaged in a consistent
pattern of gross violations of internationally recognized
human rights or of international |aw'?

No. Al though the human rights record in Kazakhstan is
m xed (as di scussed above), we do not believe that the
Governnment of Kazakhstan is engaged in such a pattern

Section 498A(b)(2): Has the President determ ned that the
Gover nment of Kazakhstan "has failed to take constructive



actions to facilitate the effective inplenmentation of
applicable arns control obligations derived from agreenents
signed by the forner Soviet Union"?

No. The Governnent of Kazakhstan has taken a
significant nunber of such constructive actions (as
di scussed above), including ratification of START I
Kazakhst an deposited its instrunent of accession to the NPT
in 1994.

Section 498A(b)(3): Has the President determ ned that,
after Cctober 24, 1992, the Governnent of Kazakhstan
"knowi ngly transferred to another country --

(A) mssiles or mssile technology inconsistent with
t he gui delines and paraneters of the Mssile Technol ogy
Control Regine; or

(B) any material, equipnent, or technol ogy that would
contribute significantly to the ability of such country to
manuf acture any weapon of nass destruction (including
nucl ear, chem cal, and bi ol ogi cal weapons) if the President
determ ne[d] that the material, equipnment, or technol ogy was
to be used by such country in the manufacture of such
weapon" ?

No. We do not believe that the Governnment of
Kazakhst an has nmade such transfers.

Section 498A(b)(4): |Is the Governnent of Kazakhstan
"prohibited fromreceiving such assi stance by section 669 or
670 of [the Foreign Assistance] Act or sections 306(a)(1)
and 307 of the Chem cal and Biol ogi cal Weapons Control and
Warfare Elimnation Act of 1991"?

No. The Governnent of Kazakhstan is not prohibited
fromreceiving assi stance under these statutes.

KYRGYZ REPUBLI C

Criteria for U S. Assistance
Under Section 498A(a) of the Foreign Assistance Act of 1961

Section 201 of the FREEDOM Support Act anmended Section 498A
of the Foreign Assistance Act of 1961 to require that the
President "take into account not only relative need but also
the extent to which that independent state is acting to:"

Section 498A(a)(1): "nake significant progress toward, and
is conmitted to the conprehensive inplenentation of, a
denocratic system based on principles of the rule of |aw,

i ndi vidual freedons, and representative governnent

determ ned by free and fair elections.”

Presi dent Akayev and his mnisters have expressed
strong conmitments to human rights, denocracy and the rule
of law. However, several events in 1994 called this
conmitrment into question; primarily Akayev engi neered a
parlianmentary boycott which led to the dissolution of the
Parlianment in Septenber, an act w dely seen as an abuse of
the Constitution. Hi s appointnent of a Central Election
Conmi ssion, and his decree calling for early elections were



unconstitutional. (The elections were subsequently del ayed
until February 5, 1995.)

The Kyrgyz Republic's constitution gives substantial
guarantees of rights for its citizens, including nenbers of
non- Kyrgyz ethnic groups. Nevertheless, discrimnation by
et hnic Kyrgyz governnent officials against non-Kyrgyz
citizens has remained a conmon conpl aint of the Russian-
speaki ng and Uzbek popul ation. The Governnent of the Kyrgyz
Republ i c supports efforts to cultivate political activity by
its citizens, and opposition groups are free to organi ze and
conduct political activities. It should be noted, however,
that the Kyrgyz governnent arranged the closure of two
newspapers in August 1994, primarily because of their
criticismof the Akayev administration. The February 5
election will be the first ever multi-party/nulti-candidate
el ections in the Kyrgyz Republic.

Section 498A(a)(2): "nmake significant progress in, and is
conmitted to the conprehensive inplenentation of, economc
ref orm based on market principles, private ownership, and
integration into the world econony, including inplenmentation
of the legal and policy frameworks necessary for such reform
(including protection of intellectual property and respect
for contracts)."

The Kyrgyz Republic has made significant progress in
restructuring its econom c system and inpl enenting
legislation that will be the basis for a market econony.
The Kyrgyz Republic introduced its own national currency,
the "sont, in May 1993, which has given the Governnent
greater control over its nonetary policy. The parlianment
adopted favorable | aws on privatization, joint ventures,
foreign trade and investnent and free econonic zones. A
trade agreenent with the United States provides reciproca
M-N status and contains IPR (intellectual property right)
provisions. An OPIC agreenent is also in force. A
bilateral investment treaty has been concluded with the
United States and entered into force in January 1994. A
bilateral tax treaty is under negotiation. The Kyrgyz
Republic is a nmenber of the EBRD, |IBRD, ADB and | M-

Denonstrating the Kyrgyz | eadership's commtnent to econom c
reform the Kyrgyz Republic was the first of the NIS to
receive a full I M- standby agreenent and to draw on the new
| M= | ending program the Systemic Transfornation Facility.
Sone slippage of reformoccurred in 1993, but was corrected
inearly 1994. In July 1994, the Kyrgyz Republic becane the
first republic to be approved for a three-year | M- |oan
under the Enhanced Structural Adjustnent Facility, a
facility for eligible countries undertaking econonmc reform
progr ans.

Section 498A(a)(3): "respect internationally recognized
human rights, including the rights of mnorities and the
rights to freedomof religion and enigration.”

Wth some notable exceptions, internationally
recogni zed hunman rights appear to be generally respected in
t he post-Soviet Kyrgyz Republic. The Kyrgyz Republic has
hosted i nternational human rights conferences on Centra



Asia in 1992 and 1993. President Akayev has sought to
reassure ethnic mnorities while sinultaneously trying to
satisfy Kyrgyz aspirations for greater national identity.
The new constitution includes substantial protection for

i ndi viduals, including nenbers of non-Kyrgyz ethnic groups.

Section 498A(a)(4): "respect international |aw and
obligations and adhere to the Hel sinki Final Act of the
Conference on Security and Cooperation in Europe and the
Charter of Paris, including the obligations to refrain from
the threat or use of force and to settle disputes

peaceful l'y."

The Kyrgyz Republic has nade a strong conmtnent to
respect the observance of international |egal obligations
and CSCE commitnents. The Kyrgyz Republic is at peace with
its neighbors, and is also a strong proponent of dial ogue
and cooperation anong the states of the forner Soviet Union

Section 498A(a)(5): "cooperate in seeking peacefu
resol ution of ethnic and regional conflicts."

The Kyrgyz Republic supports regional and internationa
efforts to resolve peacefully the conflict in neighboring
Taji kistan. The governnent of the Kyrgyz Republic is
conmitted to establishing a nulti-ethnic national identity
and is particularly sensitive to the concerns of the non-
Kyrgyz ethnic groups in the Kyrgyz Republic, although there
are credible allegations of discrimnation against
i ndi vi dual governnment officials.

Section 498A(a)(6): "inplenent responsible security
policies, including--

(A) adhering to arns control obligations derived from
agreenments signed by the forner Soviet Union

(B) reducing mlitary forces and expenditures to a
| evel consistent with legitimte defense requirenents;

(O not proliferating nuclear, biological, or chemca
weapons, their delivery systens, or related technol ogi es;
and

(D) restraining conventional weapons transfers.”

The Governnent of the Kyrgyz Republic has fornmally
declared its willingness and intent to accept all of the
rel evant arns control obligations of the forner Soviet
Union. The Kyrgyz Republic acceded to the NPT on July 5,
1994. The Kyrgyz Republic is also conmitted to maintaining
a small, defensive mlitary force or national guard. The
Kyrgyz Republic has said that it is strongly opposed to the
proliferation of weapons of nass destruction, their delivery
systens or related technologies. W do not believe that the
Kyrgyz Republic has engaged in significant transfers of
conventional weapons, or in the proliferation of nuclear
bi ol ogi cal, or chem cal weapons, their delivery systens, or
rel ated technol ogy. The Kyrgyz Republic is a signatory to
the multilateral Chem cal Wapons Convention

Section 498A(a)(7): "take constructive actions to protect
the international environment, prevent significant
transborder pollution, and pronbte sustainable use of



natural resources."

The political system does provide for public
participation in the formati on of policy which affects the
environnent. However, the Kyrgyz Republic's Mnistry of the
Envi ronnent renai ns small and underfinanced. The governnent
iswilling to work with the United States and the
i nternational community on environmental issues, and has
participated in conferences on regional environnenta
pr obl ens.

Section 498A(a)(8): "deny support for acts of internationa
terrorism™

The Governnent of the Kyrgyz Republic does not grant
sanctuary from prosecution to individuals or groups which
have commtted acts of international terrorismor otherw se
support international terrorism

Section 498A(a)(9): "accept responsibility for paying an
equi tabl e portion of the indebtedness to United States firms
incurred by the fornmer Soviet Union."

In Cctober 1991, shortly before the Soviet Union
di ssol ved, Russia and nine other Soviet republics signed a
Menor andum of Under st andi ng decl ari ng thensel ves jointly and
severally liable for the pre-Cctober 1991 debt to foreign
creditors of the Soviet Union. |n Decenber 1991, Russia and
seven other republics signed an agreenent which assigned to
each of the newly independent states a share of all the
external assets and foreign debt of the forner Soviet Union
The Kyrgyz Republic signed both the COctober and Decenber
1991 agreenents. The Decenber 1991 agreenent provided that
the Kyrgyz Republic's share of the FSU debt would be 0.95

percent. In 1992, Russia sought to replace the joint and
several liability principle by seeking full liability for
the debt in return for all the external assets. |n August

1992, the Kyrgyz Republic signed a "zero option" agreenent
wi th Russia under which Russia will pay the Kyrgyz
Republic's share of the debt in return for its share of the
assets.

In April 1993, Russia and the official creditors of the
former Soviet Union reached agreement on a reschedul i ng of
outstanding arrears and 1993 nmaturities arising fromcredits
extended to the former Soviet Union. The April agreenent

i ncl uded a declaration signed by the Russian government

whi ch acknowl edged and confirned Russia's liability for the
debt to foreign creditors of the forner Soviet Union. A
bilateral agreenent with the United States inplenmenting the
April accord was signed in Washi ngton on Septenber 30, 1993.
On June 4, 1994 Russia and the official creditors of the
former Soviet Union reached agreenment on rescheduling 1994
maturities arising fromcredits extended to the forner
Soviet Union. A bilateral agreement with the United States
i mpl enenting the June accord with respect to debt owed to
the United States was signed Cctober 15, 1994. Consi stent
with the terns of the April 1993 and June 1994 agreenents,
Russi a has been engaged in negotiations with the "London

Cl ub" of unofficial creditors. In these negotiations,
Russi a has been seeking to restructure, on terns conparable



to those agreed to by the official creditors, amunts owed
private creditors, including banks and uni nsured suppliers,
arising fromtheir loans to or other clains on the forner
Sovi et Uni on.

Section 498A(a)(10): "cooperate with the United States
Government in uncovering all evidence regardi ng Anericans
listed as prisoners-of-war, or otherw se m ssing during
Ameri can operations, who were detained in the former Sovi et
Union during the Cold War."

The U.S. effort to uncover evidence of American PO
and MAs in the former Soviet Union is being conducted
t hrough the Joint U S./Russian Conmm ssion on POM/M As whi ch
was established in January 1992. The Comm ssion has not
initiated direct negotiations with the Kyrgyz Republic.

Section 498A(a)(11): "termi nate support for the conmuni st
regime in Cuba, including renoval of troops, closing of
mlitary facilities, and ceasing trade subsidi es and
econom ¢, nucl ear, and other assistance."

The Governnent of the Kyrgyz Republic is not providing
mlitary, econom c, nuclear, or other assistance to the
Gover nnent of Cuba.

Checklist for Grounds of Ineligibility
Under Section 498A(b) of the Foreign Assistance Act of 1961

Section 498A(b)(1): Has the President determ ned that the
Government of the Kyrgyz Republic has "engaged in a

consi stent pattern of gross violations of internationally
recogni zed human rights or of international |aw'?

No. W do not believe that the Government of the
Kyrgyz Republic is engaged in such a pattern.

Section 498A(b)(2): Has the President determ ned that the
Government of the Kyrgyz Republic "has failed to take
constructive actions to facilitate the effective

i npl enentati on of applicable arns control obligations
derived from agreenments signed by the forner Soviet Union"?

No. W do not believe that the Government of the
Kyrgyz Republic has failed to take such actions.

Section 498A(b)(3): Has the President determ ned that,
after Cctober 24, 1992, the Governnent of the Kyrgyz
Republic "knowi ngly transferred to another country --

(A) mssiles or mssile technology inconsistent with
t he gui delines and paraneters of the Mssile Technol ogy
Control Regine; or

(B) any material, equipnent, or technol ogy that would
contribute significantly to the ability of such country to
manuf acture any weapon of nass destruction (including
nucl ear, chem cal, and bi ol ogi cal weapons) if the President
determ ne[d] that the material, equipnment, or technol ogy was
to be used by such country in the manufacture of such
weapon" ?



No. W do not believe that the Government of the
Kyrgyz Republic has made such transfers.

Section 498A(b)(4): |Is the Governnent of the Kyrgyz
Republic "prohibited fromreceiving such assistance by
section 669 or 670 of [the Foreign Assistance] Act or
sections 306(a) (1) and 307 of the Chemical and Biol ogica
Weapons Control and Warfare Elimnation Act of 1991"?

No. The Governnent of the Kyrgyz Republic is not
prohi bited fromreceiving assistance under these statutes.

MOLDOVA

Criteria for U S. Assistance
Under Section 498A(a) of the Foreign Assistance Act of 1961

Section 201 of the FREEDOM Support Act anmended Section 498A
of the Foreign Assistance Act of 1961 to require that the
President "take into account not only relative need but also
the extent to which that independent state is acting to:"

Section 498A (a) (1): "meke significant progress toward,
and is commtted to the conprehensive inplenentation of, a
denocratic system based on principles of the rule of |aw,

i ndi vidual freedons, and representative governnent

determ ned by free and fair elections.”

Thr oughout 1994 Ml dova took steps to consolidate its
i ndependence and continue its transition to denocracy and a
mar ket econony. Parlianentary el ections were conducted in a
generally free and fair manner in February, resulting in the
el ection of a smaller, |ess-divisive |legislature conprising
four different political factions. The Denocratic Agrarian
Party won a slight nmgjority in parlianment and forned a new
government. The parlianent succeeded in passing the |ong-
stall ed Mol dovan constitution, which enshrines basic
principles of human rights, rule of |law, and denobcratic
gover nance.

Section 498A(a)(2): "nmake significant progress in, and is
conmitted to the conprehensive inplenentati on of, economc
ref orm based on market principles, private ownership, and
integration into the world econony, including inplenmentation
of the legal and policy frameworks necessary for such reform
(including protection of intellectual property and respect
for contracts)."

Mol dova continues to nake progress in building the
framework for a market economy. However, several factors
have sl owed down the reform process including severe natura
di sasters in the formof droughts and fl ooding as well as
civil conflict in the Transdnistria region. Ml dova has
passed many of the basic | aws needed for econom c reform
(including a privatization law), has freed the prices of
nost goods, has begun to privatize snall retail and service
enterprises, and in Novermber 1993 introduced a new currency.
In 1993 it began to inplenent an | MF reformprogram In
1994, the structural reformactions taken in conjunction
with the I MF programincluded the holding of the first
privatization auction for nedium and |arge-sized



enterprises and elimnation of export quotas on nost
products. A bilateral trade agreenent extending reciproca
M-N and containing IPR (intellectual property right)
provisions entered into force in 1992. An OPIC agreenent
entered into force in 1993 and a bilateral investnment treaty
in 1994.

Mol dova is a menber of the IM-, |BRD and EBRD. Based on its
stabilization program the I M- | oaned Mol dova SDR 45 million
under the System c¢ Transformation Facility, and up to SDR 50
mllion over a 15-nonth period through the stand- by
arrangenent. The World Bank approved a rehabilitation | oan
in 1993 for USD $60 million, another $60 million in Decenber
1994 for a structural adjustnent loan, and $26 mllion for
drought recovery.

Section 498A (a) (3): "respect internationally recognized
human rights, including the rights of mnorities and the
rights to freedomof religion and enigration.”

Basi ¢ human rights such as freedom of speech, press,
assenbly and religion are generally respected. Despite
continued tensions between ethnic groups and politica
forces, such as the separatist dispute in the Trans-Dniester
regi on, and the hunan rights violations associated with it,
the human rights situation in Ml dova renai ned generally
positive in 1994. (Questions concerning ethnic mnorities
are somewhat | ess tense after a deadline for testing
conpetency in the national Ml dovan (Romani an) | anguage was
ext ended by several years. The new constitution provides
the I egal framework to ensure protection of minority rights,
and has received positive assessnments from Wstern experts.
Mol dova abol i shed exit visas for travel abroad. Wile the
government has not passed new em gration |egislation, there
were no known cases denying permission to emgrate in 1994,

Section 498A (a) (4): "respect international |aw and
obligations and adhere to the Hel sinki Final Act of the
Conference on Security and Cooperation in Europe and the
Charter of Paris, including the obligations to refrain from
the threat or use of force and to settle disputes

peaceful l'y."

Mol dova takes seriously its nembership in the CSCE and
its obligations under the Hel sinki Final Act. A 1992
Russi an- brokered cease-fire in the separatist Trans-Dniester
region has held firmy since July 1992. The cease-fire
established a tripartite peacekeeping force (conprised of
Mol dovan, Russian, and Trans-Dniestrian units) that has
prevented a return to the use of force in the region
Negoti ati ons ai ned at resolving underlying issues in this
conflict continue, as does the work of a CSCE mi ssion there.

Section 498A (a) (5): "cooperate in seeking peacefu
resol ution of ethnic and regional conflicts."

Since the inception of the military conflict in the
Trans-Dni ester region, the Ml dovan government has sought to
cooperate with its nei ghbors--Romani a, Ukrai ne and Russi a- -
in seeking a peaceful resolution of this conflict. The
Mol dovan gover nnent succeeded in negotiating with Russian



and Trans-Dniestrian officials an effective cease-fire in
1992. Mdl dova has cooperated with both CSCE and UN fact -
findi ng/ observer nissions sent to the area and has
consistently called for international nediation assistance.
A CSCE nedi ation nission began working in Ml dova in Apri
1993; its nandate has been extended through nid-1995.

Section 498A (a) (6): inplenment responsible security
policies, including --

(A) adhering to arns control obligations derived from
agreenments signed by the forner Soviet Union

(B) reducing mlitary forces and expenditures to a
| evel consistent with legitimte defense requirenents;

(O not proliferating nuclear, biological, or chemca
weapons, their delivery systens, or related technol ogi es;
and

(D) restraining conventional weapons transfers.”

Mol dova has formally declared its wllingness and
intent to accept all of the relevant arns contro
obligations of the forner Soviet Union. Ml dova has
fulfilled all obligations of the CFE Treaty, even accepting
an inspection of forces onits territory that was not
mandated by the letter of the agreenent. Ml dova's own
arnmed forces are still in the fornative stage, with a
manpower obj ective at about one percent of total popul ation
Mol dova acceded to the NPT in Cctober in Washi ngton. W do
not believe that Ml dova has engaged in the proliferation of
nucl ear, biological, or chenical weapons, their delivery
systens, or related technology. Modldova is a signatory to
the multilateral Chemi cal Wapons Convention. While Ml dova
has received sone nilitary equi pnent from Russia and
Romani a, such conventional weapon transfers have been very
limted. There were credible reports that Ml dova sold
attack/fighter aircraft in 1994 that reached Southern Yeneni
forces during the Yemen conflict.

Section 498A (a) (7): "take constructive actions to protect
the international environment, prevent significant
transborder pollution, and pronobte sustainable use of
natural resources."

VWil e informati on on specific "constructive actions"
undertaken by the Ml dovan Governnent is |limted, we have no
information or reason to believe that Ml dova has
contributed to transborder pollution or environnental abuse.

Section 498A (a) (8): "deny support for acts of
international terrorism™

The Governnent of Mol dova does not grant sanctuary from
prosecution to individuals or groups which have conmitted
acts of international terrorismor otherw se support
international terrorism

Section 498A (a) (9): "accept responsibility for paying an
equi tabl e portion of the indebtedness to the United States
firms incurred by the former Soviet Union."

In Cctober 1991, shortly before the Soviet Union



di ssol ved, Russia and nine other Soviet republics signed a
Menor andum of Under st andi ng decl ari ng thensel ves jointly and
severally liable for the pre-Cctober 1991 debt to foreign
creditors of the Soviet Union. |n Decenber 1991, Russia and
seven other republics signed an agreenent which assigned to
each of the newly independent states a share of all the
external assets and foreign debt of the forner Soviet Union
Mol dova signed the Cctober but not the December 1991
agreenments. The Decenber 1991 agreenent provided that

Mol dova's share of the FSU debt would be 1.29 percent. In
1992, Russia sought to replace the joint and severa
liability principle by seeking full liability for the debt
inreturn for all the external assets. In Cctober 1993,

Mol dova signed a "zero option" agreenent with Russia under
which Russia will pay Ml dova's share of the debt, in return
for its share of the assets as defined by the Decenmber 1991
agr eenent .

In April 1993, Russia and the official creditors of the
former Soviet Union reached agreenment on a reschedul i ng of
outstanding arrears and 1993 maturities arising fromcredits
extended to the former Soviet Union. The April agreenent

i ncl uded a declaration signed by the Russian government

whi ch acknow edged and confirned Russia's liability for the
debt to foreign creditors of the forner Soviet Union. A
bilateral agreenent with the United States inplenmenting the
April accord was signed in Washi ngton on Septenber 30, 1993.
On June 4, 1994 Russia and the official creditors of the
former Soviet Union reached agreenment on rescheduling 1994
maturities arising fromcredits extended to the forner
Soviet Union. A bilateral agreement with the United States
i npl enenting the June accord with respect to debt owed to
the United States was signed Cctober 25, 1994. Consistent
with the terns of the April 1993 and June 1994 agreenents,
Russi a has been engaged in negotiations with the "London

Cl ub" of unofficial creditors. In these negotiations,
Russi a has been seeking to restructure, on terns conparable
to those agreed to by the official creditors, amunts owed
private creditors, including banks and uni nsured suppliers,
arising fromtheir loans to or other clains on the forner
Sovi et Uni on.

Section 498A (a) (10): "cooperate with the United States
CGovernment in uncovering all evidence regarding Anerican
listed as prisoners-of-war, or otherw se m ssing during
Ameri can operations, who were detained in the former Sovi et
Union during the Cold War."

The U.S. effort to uncover evidence of American PON
and MAs in the former Soviet Union is being conducted
t hrough the Joint U S./Russian Conmm ssion on POA/ M As whi ch
was established in January 1992. The Comm ssion has not
initiated direct negotiations with Governnent of Ml dova.

Section 498(a) (11): "term nate support for the communi st
regime in Cuba, including renoval of troops, closing off of
mlitary facilities, and ceasing trade subsidi es and
econom ¢, nucl ear, and other assistance."

The Governnent of Mol dova is not providing nilitary,
econom ¢, nuclear, or other assistance to the Governnent of



Cuba.

Checklist for Grounds of Ineligibility
Under Section 498A(b) of the Foreign Assistance Act of 1961

Section 498A(b)(1): Has the President determ ned that the
CGovernment of Ml dova has "engaged in a consistent pattern
of gross violations of internationally recognized human
rights or of international |aw'?

No. There have been shortcom ngs in human rights
observance; these have, however, often been on the part of
separatist "authorities,” and we do not believe that the
CGovernment of Mol dova is engaged in such a pattern

Section 498A(b)(2): Has the President determ ned that the
Governnent of Ml dova "has failed to take constructive
actions to facilitate the effective inplenmentation of
applicable arns control obligations derived from agreenents
signed by the forner Soviet Union"?

No. We do not believe that the Government of WMol dova
has failed to take such actions.

Section 498A(b)(3): Has the President determ ned that,
after Cctober 24, 1992, the Governnent of Mol dova "know ngly
transferred to another country --

(A) mssiles or mssile technology inconsistent with
t he gui delines and paraneters of the Mssile Technol ogy
Control Regine; or

(B) any material, equipnent, or technol ogy that would
contribute significantly to the ability of such country to
manuf acture any weapon of nass destruction (including
nucl ear, chem cal, and bi ol ogi cal weapons) if the President
determ ne[d] that the material, equipnment, or technol ogy was
to be used by such country in the manufacture of such
weapon" ?

No. W do not believe that the Government of Mol dova
has made such transfers.

Section 498A(b)(4): |Is the Governnment of Mol dova
"prohibited fromreceiving such assi stance by section 669 or
670 of [the Foreign Assistance] Act or sections 306(a)(1)
and 307 of the Chem cal and Biol ogi cal Weapons Control and
Warfare Elimnation Act of 1991"?

No. The Governnent of Ml dova is not prohibited from
recei vi ng assi stance under these statutes.

RUSSI A

Criteria for U S. Assistance
Under Section 498A(a) of the Foreign Assistance Act of 1961

Section 201 of the FREEDOM Support Act anmended Section 498A
of the Foreign Assistance Act of 1961 to require that the
President "take into account not only relative need but also
the extent to which that independent state is acting to"



Section 498A(a)(1): "nake significant progress toward, and
is conmitted to the conprehensive inplenentation of, a
denocratic system based on principles of the rule of |aw,

i ndi vidual freedons, and representative governnent

determ ned by free and fair elections.”

Russi a has continued to make inmportant progress towards
bui | di ng fundanental denocratic institutions. |In Decenber
1993, the Russian people voted to approve a new
Constitution, replacing its heavily-anmended Soviet-era
predecessor. This new Constitution provides strong
guarantees of individual freedons. The governnent took a
step forward in 1994 by reestablishing a Constitutiona
Court, which is the only body with the authority to settle
constitutional disputes; however, the Court has not yet
begun operations because of governmental delays in filling
Court vacanci es.

In Decenmber 1993, the Russian people el ected a bicaneral
legislature in Russia's first free and fair parlianentary
el ections in over 70 years. Russia's new parlianment is
exercising its ability to check and bal ance the executive
branch. W are working closely with the Russi an Gover nnent
on judicial progranms to help reintroduce adversarial jury
trials, which pronpote judicial independence and
respectability and furthers the establishnent of a rule-of-
| aw st ate.

Section 498A(a)(2): "nmake significant progress in, and is
conmtted to the conprehensive inplenentati on of, economc
ref orm based on market principles, private ownership, and
integration into the world econony, including inplenmentation
of the legal and policy frameworks necessary for such reform
(including protection of intellectual property and respect
for contracts)."

President Yeltsin remains conmitted to the creation of
a market econony. There has been consi derable progress in
the area of structural reform but the devel opnment of the
institutional framework to support a nmarket econony is not
conplete. Privatization, an inportant elenment of reform
has made good progress. By sone estimates, about half of
Russia's GDP now cones fromthe private sector. According
to the State Statistics Conmttee, nore than half the
wor kf orce earns at | east part of its income in the private
sector, and 70% of state-controlled industry has been fully
or partially turned over to private owners since narket
reforns began in 1992. However, in nany cases, control of
former state enterprises renains to a |large degree in the
hands of the nanagers that operated them during the Sovi et
era. On July 22, President Yeltsin signed a decree napping
out the strategy for the second stage of privatization of
state and nunici pal | y-owned enterpri ses.

The governnent has lifted restrictions on private economc
activity, which will help in the creation of new econonm c
entities. As the Russian government is forced to abandon
central planning, even state-owned enterprises are begi nning
to operate on narket principles.

In the area of nmonetary and fiscal policy, the governnment



was able to neet noderately austere budget targets only by
sequestration, i.e., not allocating budgeted expenditures,

or not paying its bills. (There is now concern that

nonet ary expenditures for Chechnya may drive the budget even
further into deficit.) There has been a significant revenue
shortfall, with around 60 -65% of projected revenues
actually collected. Monetary policy was generally
restrained until the need to provision the Far North and
prepare for the harvest pronpted an upsurge in credit

em ssions in the late sumrer. Inflation, which had been
steadily declining fromFebruary on, reached 5% per nonth in
July and August; after Septenber, however, it rose to the 14-
16% range t hrough the end of the year. Russia has allowed
the foreign exchange value of the ruble to be set by the
market with limted state intervention. (The ruble had
declined slowy against the dollar until Septenber, when it
began to steeply depreciate, culmnating in a precipitous
fall in value in early Cctober -- which, however, was

| argely reversed through inposition of stricter margin

requi renents on tradi ng and central bank intervention.)
Price liberalization has decontrolled nost prices, but
prices for energy, public transportati on and housing are
still bel ow market |evels.

Russi a has nmde progress toward integration into the world
econony. In 1992, Russia was admtted to the | M- and the
Wrld Bank. It is also a menber of the EBRD. Russia has
received two tranches of the IM's "System c Transformation
Facility" (STF) and is currently in negotiations for
additional | M- resources.

Russi a has abandoned the nonopoly on foreign trade granted
to state-owned Foreign Trade Organi zations during the Soviet
era, allowi ng both private compani es and st at e- owned
enterprises to engage in foreign trade operations. Russia
has applied for accession to the GATT and the WIO. Russi a
has concl uded negotiations with the U.S. on a series of
econom ¢ framework agreenents. The U.S.-Russia trade
agreenment entered into force in June 1992. The bilatera

i nvestnment treaty was signed in June 1992 and approved by
Congress in August. The Russian Duma is hol ding hearings on
the BIT, but has not yet voted on ratification. The
bilateral tax treaty entered into force in Decenber 1993.

An OPIC agreenent is also in force. Russiais eligible for
Ex-1m public sector short- and nediumtermfinancing. It
recei ves GSP benefits.

Russia signaled its intent to protect intellectual property
rights (IPR) with the signing of the bilateral trade
agreenent and the establishnment of the Russian Intellectua
Property Agency, mandated to pronpote the enactnent of strong
I PR |l egislation and to devel op regul ati ons and enf or cenent
mechani sns to curb IPR violations. The Russian Parlianment
passed a nunber of |aws which strengthen the protection of
intellectual property. These include a new patent |aw,

whi ch accords with the norms of the Wrld Intellectua
Property Organi zation; the Law on Tradenarks and
Appel l ations of Origin (which provides for appellation of
origins protection in Russia for the first tinme); the Law on
Sem conductor Chip Layout Designs and the Law on Conputer
Prograns and Databases. Efforts are also underway in the



Parlianment to draft a new copyright |law. However, sound
recordings are still not protected and currently penalti es,
(civil and crimnal) do not provide sufficient deterrent.
Enf orcenent procedural codes are needed to provide
injunctive relief. In addition, for the law to be
effective, civil and crimnal intellectual property cases
shoul d be nore aggressively enforced by the police and the
courts.

Section 498A(a)(3): "respect internationally recognized
human rights, including the rights of mnorities and the
rights to freedomof religion and enigration.”

Russia's three-year old denbcracy has made great
progress in human rights. Despite these substantial steps
forward, we are concerned about the inplications for
denocracy and human rights of the tragic events stil
unfol ding in Chechnya. Russian nmilitary tactics resulted in
ext ensi ve bl oodshed and wi despread civilian casualties. W
continue to urge all involved in this tragedy to seek a
peaceful resolution that will create a durable settlenent
and that will respect |aw and the human rights of al
concerned. W have urged the Russians to fulfill the
conm trents they undertook in the Geneva Conventions, the
Hel si nki Final Act, and the provisions of the OSCE. Media
coverage on Chechnya has been largely unrestricted. W will
be monitoring the situation closely, and discussing our
concerns with the Russian government as appropriate.

A radi cal change in human rights nonitoring has been the
growi ng acceptance, strength and influence of human rights
groups, both official and unofficial. Increasingly, respect
for the rights of the individual is replacing the comuni st
enphasis on responsibilities of the individual to the State.

Russia's Constitution, approved by referendumin Decenber
1993, provides strong guarantees of individual freedons.

Al t hough the Russian parlianment has been unable to pass

i npl enenting legislation in many areas, the guarantees in
the Constitution of human rights, rule of law, and the
fundanmental freedons of speech, press, religion, assenbly
and novenent are taking root, and have al so played a maj or
role in defining the human rights dial ogue in the Russian
Federation. Pronpting an independent judiciary is necessary
to ensure that these rights are safeguarded and enjoyed in
practice. One inportant step in this direction would be the
re-establishment of a functioning Constitutional Court and
greater on-the-ground progress on setting up functioning
courts at the regional and local |evel.

Freedom of assenbly and association as well as freedom of
speech continue to be respected. Freedomof enmigration is
now a reality in Russia. President dinton recognized the
progress made by the Russian governnent in this area on
Sept enber 21, 1994 when he made a formal deternination that
Russia was in conpliance with the Jackson-Vani k provi sions.
Certain practices, however, have not been codified into | aw
due to the difficulty of passing |legislation. The |aw
proposed in 1991 on exit and entry is still being

i mpl enented even though it is not officially enacted. The
Russi an parlianment hopes to begin review of a new | aw on



em gration soon. Sustained progress on emigration will help
convince the U S. Congress that graduation, which would
renove Russia fromthe Jackson-Vani k provisions entirely, is
appropri ate.

The I nteragency Conm ssion on State Secrecy continues its
nonthly revi ew of approximately ten cases at each session of
woul d- be em grants and non-em grants who had access to
classified material who rmust wait five years before they can
receive a passport. As of Novenber 29, 1994, the Conmi ssion
had revi ewed 190 cases. There have been several cases when
the refusal was upheld, but the vast nmajority have been

gi ven perm ssion to receive a passport. So-called "poor
relative" cases, in which permssion to emgrate is refused
on the basis of unresolved financial obligations to

i medi ate rel atives, have begun to be heard in Russian
courts.

Restrictions on freedomof travel are still inposed through
the selective enforcement of the "propiska" (residence
permt) system agai nst dark-conpl exi oned people. Refugees
from Central Asia and the Caucasus still neet discrimnation
in the major cities.

The Russi an governnent has taken several inportant
initiatives on human rights. One of the nbst inportant of
these initiatives was the publishing in August 1994 of a
critical and blunt "Report on the Qobservati on of Human and
Cvil Rights in the Russian Federation in 1993" submitted to
President Yeltsin in June 1994 by the President's Conmi ssion
on Human Ri ghts headed by former dissident, current Russian
constitutional onbudsnman and presidential human rights

advi sor Sergey Kovalev. The nearly fifty page report stated
that the Russian Federation has "serious intentions and
activities to observe human rights,"” but that "serious and
wi despread human rights violations still occur.” The report
cited the followi ng areas of special concern: police
brutality, unfit penal system conditions, unclear |aws,
hazing in the armed forces, and di scrimnation agai nst
ethnic nmnorities and refugees fromforner Soviet republics.

Addi ti onal concrete steps Russia could take to inprove its
human rights performance include: work towards a peacefu
resol uti on of the Chechnya conflict that will create a
durabl e settlenment and that will respect |aw and the human
rights of all concerned, institutionalizing the court
nmechani smto review denials of the right to emi grate based
on the lack of permi ssion fromclose relatives, inplenenting
and universally observing the Constitution's provisions on
the protection of refugees and freedom of novenent, and
ensuring that Russian |aws providing for the return of
private property confiscated by the Soviet Union, such as

t he Schneerson books and manuscripts, are quickly enforced,
setting up a tradition of trial-by-jury throughout Russia
and providing for the legal infrastructure to support it.

Section 498A(a)(4): "respect international |aw and
obligations and adhere to the Hel sinki Final Act of the
Conference on Security and Cooperation in Europe and the
Charter of Paris, including the obligations to refrain from
the threat or use of force and to settle disputes



peaceful ly."

The Governnent of Russia has repeatedly pl edged, both
publicly and privately, to support all OSCE principles,
including territorial integrity, national sovereignty, non-
use of force and peaceful settlenment of disputes.

In the OSCE code of conduct on politico-mlitary aspects of
security, signed in Decenber 1994, the Russians pledged to
counter tension that might lead to conflict, to support the
peaceful settlenent of disputes, and to facilitate the
novenent of humanitarian assistance in areas that needed it.
In the context of the Chechnya conflict, we strongly urged
the Russians to do everything possible to fulfill these
commi t nent s.

The U. S. governnent has been in frequent contact with the
Russi ans and the representati ve of the OSCE Chairnman-in-

of fice concerning respect for international conmtnments and
standards in Chechnya. W instructed our representative to
the January 12 neeting of the OSCE Pernanent Council to

voi ce the strongest U. S. concern that Russia had not
fulfilled all of its OSCE conmitnents and strong support for
the invol venent of the OSCE in finding a solution to this
crisis.

Russi an | eaders, including President Yeltsin in his address
at the opening of the 1994 UN General Assenbly, have called
for greater United Nations and OSCE peacenaki ng efforts in
the former Soviet Union and disclai ned any Russi an "neo-
imperial" plans for the region. Russia has, to varying
degrees, been supportive of OSCE nissions and UN peace
efforts in a nunber of countries, including Georgia, Latvia,
Estonia, Tajikistan and Azerbaijan (Nagorno-Karabakh). On
the other hand until recently, Russia hanpered the efforts
of the OSCE M nsk Group to provide a settlenent in Nagorno-
Kar abakh; significant progress was made at the Budapest OSCE
Sunmit, however. Russian diplomats al so del ayed progress on
an OSCE third-party peacekeeping principles paper that was
to have been agreed in Budapest, but which will now be
returned to Vienna for continued work.

In sone cases, Russian forces |left stationed on the
territory of neighboring states have conplicated ethnic
conflicts in these states. The facts concerning the role of
t he Russian central government in such cases are not always
entirely clear, however. W continue to seek a nore

conpl ete understandi ng of the role played by Russia in each
of the conflicts in the other NIS and do not hesitate to
raise with Moscow any concerns we nay have.

In 1994, Russia conpleted bilateral negotiations with Latvia
and Estonia to reach agreenents on tinmetables for renoval of
the I ast Russian forces in these countries. Except for a
smal | nunmber of Russian technicians who renmai ned behind
under these agreements (and who will be w thdrawn soon), al
Russi an active duty troops departed Latvia and Estonia by
August 31, 1994,

Section 498A(a)(5): "cooperate in seeking peacefu
resol ution of ethnic and regional conflicts."



Russia has contributed significantly in the search for
peaceful resolution to a nunber of regional conflicts onits
borders. Exanpl es of cooperative elenments in the Russian
approach incl ude:

Russi a continues to cooperate with a Georgi a- based OSCE
m ssion charged with bringing Ossetians and Georgians to the
negoti ati ng table.

In 1992, Russia hel ped broker cease-fire agreenents in

Mol dova, South Ossetia and Nagor no- Karabakh. The truce
accords in Ml dova and South Ossetia still hold today.
Russi a and Mol dova si gned an agreenent on October 21, 1994
for the withdrawal of Russian troops from Ml dovan
territory, although it has not yet entered into force. The
agreenment, setting a three-year tinetable for w thdrawal,
has been submitted to the Dunma for ratification

Russia voted with the rest of the UN Security Council to
create the UN Cbserver Mssion in Georgia (UNOM G and
appoint a special UN representative to head peace tal ks

bet ween the Georgi an Governnent and representatives of
Abkhazia. On Decenber 1, 1993 these tal ks yi el ded an ei ght -
poi nt agreenment anmong the Abkhaz, Russian and Georgi an
negotiators in which the parties resolve to settle

di fferences peaceful ly.

Russia participates in the Mnsk G oup peace process, which
is the OSCE' s negotiating forumfor a peaceful settlenent of
t he Nagor no- Kar abakh conflict. At the same tine, it pursued
separate talks with the disputing parties, which have
conplicated the Mnsk Group efforts. However, at the
Budapest Summit, Russia agreed that an OSCE peacekeepi ng
force woul d be used i n Nagorno-Karabakh

Russian forces that were left in Tajikistan at independence,
together with reinforcenents from Russia and forces from
Uzbeki stan and the Kyrgyz Republic, operate in Tajikistan at
the request of the Tajik Government and pursuant to

resol utions of states in the region. Russia has requested
that the international conmunity consider extending OSCE
and/or UN nandate to the activities of these forces.

Russi a approved of OSCE missions in Estonia and Latvia.

Russi a has been constructive in nmediating internationa
conflicts through its participation as a cosponsor of the
M ddl e East peace process and its support of UN and ot her
mul tinational initiatives in the Persian Gulf, Canbodia,
Angol a and fornmer Yugosl avi a.

Section 498A(a)(6): "inplenent responsible security
policies, including--

(A) adhering to arns control obligations derived from
agreenments signed by the forner Soviet Union

(B) reducing mlitary forces and expenditures to a
| evel consistent with legitimte defense requirenents;

(O not proliferating nuclear, biological, or chemca
weapons, their delivery systens, or related technol ogi es;



and
(D) restraining conventional weapons transfers."

Arms Control. The Governnent of Russia continues to nake
progress resolving arns control issues inherited as a result
of the disintegration of the Soviet Union, including the
fulfillment of obligations undertaken in connection with the
ABM | NF, START | and CFE Treaties. The Russian parlianent
ratified the START | Treaty on Novenber 4, 1992, which
entered into force Decenber 5, 1994. The detail ed work of

i npl enenting the Treaty is well underway, and has incl uded
di scussions to resolve a nunber of Russian concerns
regarding early inmplementation issues, including the timng
of inspections. The U S. and Russia signed the START I
Treaty on January 3, 1993.

Wth the START | Treaty in force, it is inportant for Russia
to conplete the legislative steps required for START I
ratification. At the Septenber 1994 U. S.-Russian Sunmit,
President Yeltsin and President dinton expressed the desire
to exchange START Il instrunents of ratification at the next
U S.-Russian Summit.

Russi a should, with the other seven CFE successors to the
Sovi et Union, conplete an accounting of the disposition of
all forner Soviet equipment Iimted by the Treaty. Russia
has generally fulfilled its CFE obligations to date,

i ncluding responsibility for conpleting the first and second
phases of CFE-nmandated equi pnent destruction. Russia is
currently engaged in priority discussions with its CFE
Treaty partners regarding its desire to deploy nore Treaty-
limted equi pnent in the Treaty's flank zones than the
Treaty permits. Russia has pressed this point, including at
t he highest levels, stating that the flank Iimts unduly
restrict Russia's ability to nmeet its perceived defense

pl anni ng requirenents.

In Septenber 1989, the U S. and the Soviet Union signed the
Woni ng Menorandum of Understandi ng (MOU), which called for
an exchange of data on chem cal weapons (CW, and for visits
and inspections to relevant nilitary and civilian
facilities. Phase | of the MOU was conpleted in February
1991. Docunents allowing for the second and final phase of
the MOU were agreed upon at the January 1994 Moscow Summit.
Russi an i mpl enentati on of Phase ||l has yiel ded probl ematic
results. U S. inspections of Russian facilities were
carried out in accordance with the MOU. The practica
experience gained fromthese visits will be reflected in

i nspections carried out under the Chenical Wapons
Convention (CWC). On the other hand, the U S. believes that
several key questions and concerns have not yet been
resolved in Russia's data declaration. As provided under
the MOU s consul tative mechani sms, bilateral consultations
have been held in August, Cctober and Decenber of 1994 to

di scuss U. S. concerns. Overall, these initial consultations
reveal ed a | ack of agreement on certain issues related to
MU i npl ementation. The U S. continues to have significant
concerns about Russian inplenentation of the Wom ng MOU
President Yeltsin and other senior Russian officials have
expressed support for the MOU  However, Russia still mnust
take concrete steps to fulfill its commtnent and resol ve



exi sting probl ens.

In January 1993, Russia signed the nmultilateral Chenica
Weapons Convention (CAC), which calls for the eventua
elimnation of chem cal weapons. Follow ng Russia's signing
of the CWC, the Duma conmittee responsible for the
Convention prepared and presented to President Yeltsin a
plan for ratification. The Duma began hearings on the CWC
in the Spring of 1994. Several factors--including Russian
econom ¢ probl ens and environnental concerns as a result of
CWdestruction--conplicate prospects for a snmoboth and quick
ratification process. Nevertheless, the governnent of
Russia has nmade clear that it assunes full responsibility
for destruction of its CWstockpile, and has repeatedly
expressed support for the CWC. U. S. technical and financia
assistance is designed to help Russia step up efforts to
dem litarize and reduce its chem cal weapon stockpiles.

Wth respect to the 1972 Bi ol ogi cal and Toxi n Weapons
Convention (BWC), the United States has determ ned that the
of fensi ve bi ol ogi cal weapons programthat Russia inherited
fromthe Soviet Union violated the BWC at | east through
March 1992. In early 1992, President Yeltsin confirned that
the BWprogramthat Russia had inherited fromthe Sovi et
Union violated the BWC, and issued a decree in April 1992
prohi biting activities inconsistent with the BWC. W
believe that President Yeltsin is sincere in this
conmtrment, but we will follow devel opnents in this area
very cl osely.

In Septenber 1992, the United States, U K and Russia agreed
at the conclusion of talks in Midscow on a joint statenent
outlining a series of steps to increase confidence that
Russia has termnated its offensive BWprogram Anpong ot her
things, the Trilateral Statenment provides for visits to non-
mlitary and nilitary biological facilities in all three
countries, data exchanges on past offensive BW prograns and
on the status of disnantlenment of offensive capabilities,
and neetings between experts. To date, a nunber of these
activities have been carried out satisfactorily. At the
Septenber 1994 Sunmit, Presidents Yeltsin and Cinton agreed
on the inportance of full and continued inplenmentation of
the Trilateral Statement as a neans of providing confidence
that the BWprogram Russia inherited fromthe fornmer Sovi et
Uni on has been terninated. The U S. firmy believes that
the best course to ensure Russian conpliance with the BWC is
to pursue transparency and openness of BWrelated activities
and to seek continued i nplementation of the Trilatera

St at ement .

We have significant concerns about Russia's current arms
control conpliance in sone areas, notably biological and
chem cal weapons -- we believe, however, that senior Russian
officials are commtted to fulfilling Russia's arns contro
obligations. W base this judgnment on repeated expressions
of commitnent to arms control conpliance by President

Yel tsin and other senior Russian officials as well as
concrete steps that have been taken since Decenber 25, 1991
by Russia to conply with rel evant arns control agreenents.
As noted, this Russian comm tnent has not been fully

i npl enented and therefore the status of Russian conpliance



performance renmai ns under our constant, careful review

Addi tional information on our concerns are contained in the
classified "Report on Denonstration of Russian Conmitnent to
Conply with Three Agreenents on Chemi cal and Biol ogica
Weapons" dated Cctober 1, 1994.

Reduci ng Forces and Expenditures. The Governnment of Russia
has significantly reduced its mlitary expenditures and is
planning to restructure its forces in accordance with a new
mlitary doctrine that incorporates a much nore limted
definition of defense requirenents than that pronmoted by the
Soviet Union. The requirenments of the CFE Treaty and the
CFE | A agreenent on personnel limts will also result in
significant reductions of Russian forces in the Treaty's
area of application.

Nonproliferation. The United States and Russi a have engaged
in an active and productive dial ogue concerning
nonproliferation of nuclear, biological and chen ca

weapons, their delivery systens, and rel ated technol ogi es.
Russi a exercises rights and responsibilities derived from

t he USSR under the NPT as a nucl ear weapon state, including
the function as one of the NPT's three co-depositories. The
U S. has signed a bilateral agreenent with Russia to
purchase | owenri ched uranium (LEU) bl ended down from at

| east 500 netric tons of HEU (highly enriched uraniun) from
nucl ear weapons; the HEU will be converted to LEU for use in
nucl ear power reactors so that it can never again be used
for nucl ear weapons. Russia supports the U S. goal of

achi eving a conprehensive test ban treaty (CIBT) as soon as
possi bl e, and concurs with our view that a CIBT is a key
conponent of a broader nonproliferation strategy.
Recogni zi ng the dangers posed by grow ng stockpiles of
fissile materials worldw de, Russia is cooperating with the
United States to work towards limting and reduci ng such
stocks and ensuring that existing stocks are placed under
effective controls. Russia supports the U S. proposal of a
uni versal, verifiable and non-discrimnatory convention
banni ng the production of fissile materials for nuclear

expl osi ve purposes. Russia has also agreed to consider a

U S. proposal to place fissile materials in excess of their
nucl ear deterrent requirenments under | AEA saf eguards.

Russi a has worked to control and reduce the threat of the
delivery systens of weapons of nmmss destruction arising from
the disintegration of the former Soviet Union

Russia is in the process of inplenenting conmprehensive
export control legislation and establishing an effective
enforcenent nechanism On Septenber 2, 1993, Russia and the
United States signed a bilateral Menorandum of Understandi ng
that commits Russia to abide by the criteria and standards
of the MTCR. Additionally, Russia agreed to nodify a
contract with the Indian Space Research Organization that
had rai sed sanctions concerns. W have also raised with the
Russi ans our concerns about potential sales of nuclear
technol ogy, ostensibly for peaceful purposes, to Iran

We periodically receive reports of weapons-of-mass-
destruction proliferation-related transfers involving Russia
which we carefully reviewin |ight of our |egal obligations
under the various proliferation sanctions |aws. None of



these reports has resulted in a sanctions determ nation
during the reporting period.

Conventional Arns. The United States and Russia maintain
active contacts on a wide range of conventional arms
transfer issues. The Governnent of Russia has generally
conplied with its obligations to observe UN arns sanctions
against lraq, Libya, Haiti and the forner Yugoslavia, and
has worked with the UN Sanctions Comittee as questions have
arisen. Russia has noved away from past policies of arns
transfers for ideological or strategic purposes. The
Russi an governnment has assured us that Russia is conpeting
in the international weapons nmarket as a responsible
supplier which adheres to international |aws and agreenents,
cogni zant of the inportance of maintaining stability.

Russia voted with the United States to adopt the UN s
Transparency in Armanents Resolution in 1992 and both the
United States and Russia are nenbers of the five-power ACMVE
initiative on arns transfers to the Mddle East. Russia
worked with other OSCE states to formulate an OSCE-w de
approach to arms transfers. Despite U S. objections,
however, Russia has proceeded with conventional arns sal es
to Iran, including a total of three Kilo class subnarines,
under contracts entered into before the current fiscal year
Such transfers continue to be reviewed in light of the
sanctions provisions of the Iran-lrag Arns Non-Proliferation
Act. Additional information on the sanctions inplications
of such transfers in light of the Iran-lraqg Non-
Proliferation Act has been provided to the Congress on a
classified basis. Russia has supported the Transdniestrian
separatists with considerable arns transfers.

During the Septenmber Summit, President Yeltsin publicly

pl edged that Russia would not enter into new arns contracts
with Iran. W are engagi ng the Russian Governnent at senior
| evel s to inplenent the conceptual framework for ceasing
such transfers as agreed to by the two Presidents.

Resolving this issue would also allow us to support Russia's
earliest participation in the COCOM successor regine.

We are also pressing Russia to refrain fromfurther sales of
maj or weapons systens to Iran, and limt transfers to other
countries that would significantly upgrade the recipient's
mlitary capabilities or alter a regional mlitary bal ance.

Section 498A(a)(7): "take constructive actions to protect
the international environment, prevent significant
transborder pollution, and pronbte sustainable use of
natural resources."

Havi ng inherited a depl orable environnmental situation
Russi a has been working with the U S. and the internationa
conmunity to develop and inpl enent effective environnenta
policies, which are now having results. The Mnistry of
Envi ronnental Protection and Natural Resources has sought
reforns in national policies to address environnenta
concerns, but environnental protection is severely hanpered
by a lack of financial resources at both the regi onal and
nati onal levels. The Russian Mnistry of Environnenta
Protection and Natural Resources (MEPNR), despite nmassive
cuts in Russian governnment agencies, continues to function



tolerably well, given its size and resources. MEPNR has
nmade sone progress in upgrading its operations and is

begi nning to nake a difference in the environnenta

situation in Russia. Former presidential advisor Al eksey
Yabl okov started an intergovernnental commttee to address
specific environnmental problens so action could be taken
pronmptly (the Interagency Conmm ssion for Ecol ogical Security
for Moscow s National Security Council).

In early March 1993, the Russians issued the so-called

"Yabl okov Report", an interagency report on the dunping of
radi oactive nucl ear waste by the FSU and, nore recently, by
Russia. Since then, U. S. -Russian cooperation in this area

i ncreased. The United States has sponsored visits by
Russi an experts to U.S. nuclear facilities as a first step
in upgrading their facilities. At the Cinton-Yeltsin
Sunmit neeting in Septenber 1994, the United States and
Russi a announced a cooperative programto upgrade and expand
a radi oactive waste treatnment in Murmansk. On Decenber 15
1994, the United States and Russia al so signed an agreenent
concerning cooperation in the prevention of pollution in the
Arctic, which includes within its scope the prevention of
radi oactive waste pollution.

Russia is al so cooperating with other states bilaterally in
this area. Japan is providing assistance to Russia in

buil ding a radi oactive waste disposal facility in the
Pacific. As a result of this cooperation with the United
States and others, Russia has indicated its intent
eventually to withdraw its objection to the provision of the
London Dumpi ng Convention of 1972 prohibiting the dunping of
| ow| evel radioactive waste, and to conply voluntarily wth
that provision in the interim

O her U S.-Russian bilateral environmental cooperation
continued to strengthen in 1994 with the entry into force of
a framework agreenent on cooperation in the field of
protection of the environment and natural resources. The
Arctic pollution agreement nentioned above reflects a
conmitrment to tackle a broad spectrum of pollution issues in
addition to radi oactive waste. The Gore-Chernonyrdin

Conmi ssion continues to neet regularly and coordi nate

nuner ous cooperative projects in the environnental area.

The Russian Parlianent ratified the Framework Convention on
Climate Change in October 1994, and the U S. and Russia are
col l aborating in inplenenting the provisions of the Clinmate
Conventi on.

The situation concerning an oil spill froma locally
control | ed pipeline in the Autononbus Republic of Kom in
late 1994 is still evolving. The Russian Federati on has

applied for a $100 mllion loan fromthe Wrld Bank to
finance pipeline repairs. Manwhile, renediation efforts
are proceeding slowy, and additional oil |eaks are
occurring which may threaten salnmon in the Pechora River.

Environnental NGO s are taking a nore active part in the
political process at the local and regional |evels and are
enj oyi ng increasing access to and assistance fromU. S. and
i nternational NGO groups. The Russians have continued



regi onal and international cooperation on environnenta
i ssues.

The Russi an Government successfully negotiated an
environnental |oan of $110 million fromthe Wrld Bank in
fall 1994.

Section 498A(a)(8): "deny support for acts of internationa
terrorism™

The Governnent of Russia does not grant sanctuary from
prosecution to individuals or groups which have conmitted
acts of international terrorismor otherw se support
international terrorism The U S. began conducting regul ar
counter-terrorismconsultations with Russia in June 1994,
and in late Cctober of 1994 initiated dial ogues on
cooperation to counter nuclear terrorism

Section 498A(a)(9): "accept responsibility for paying an
equi tabl e portion of the indebtedness to United States firms
i ncurred by the forner Soviet Union."

In Cctober 1991, shortly before the Soviet Union
di ssol ved, Russia and nine other Soviet republics signed a
Menor andum of Under st andi ng decl ari ng thensel ves jointly and
severally liable for the foreign debts of the Soviet Union
In Decenmber 1991, Russia and seven other republics signed an
agreenment which assigned to each of the newy independent
states a share of all the external assets and foreign debt
of the former Soviet Union. Beginning in 1992, Russia
sought to replace the joint and several liability principle
by seeking full liability for the debt in return for all the
external assets. All of the non-Russian NS have signed
protocols with Russia under which Russia either will pay the
debt in return for the assets or will take on nanagenent
responsibility.

In April 1993, Russia and the official creditors of the
former Soviet Union reached agreement on a reschedul i ng of
outstanding arrears and 1993 maturities arising fromcredits
extended to the former Soviet Union. The April agreenent

i ncl uded a declaration signed by the Russian government

whi ch acknow edged and confirned Russia's liability for the
debt to foreign creditors of the forner Soviet Union. A
bilateral agreenent with the United States inplenmenting the
April accord was signed in Washi ngton on Septenber 30, 1993.
On June 4, 1994 Russia and the official creditors of the
former Soviet Union reached agreenent on rescheduling 1994
maturities arising fromcredits extended to the forner
Soviet Union. A bilateral agreement with the United States
i mpl enenting the June accord with respect to debt owed to
the United States was signed Cctober 25, 1994. Consi stent
with the terns of the April 1993 and June 1994 agreenents,
Russi a has been engaged in negotiations with the "London

Cl ub" of commercial creditors, and hopes to have an
agreenment in place by the end of April 1995. 1In these
negoti ati ons, Russia has been seeking to restructure, on
ternms conparable to those agreed to by the officia
creditors, anpbunts owed banks not insured by officia
guarantees, arising fromtheir loans to or other clainms on
the former Soviet Union.



Section 498A(a)(10): "cooperate with the United States
CGovernment in uncovering all evidence regardi ng Anericans
listed as prisoners-of-war, or otherw se m ssing during
Ameri can operations, who were detained in the former Sovi et
Union during the Cold War."

The U.S. effort to uncover evidence of American PO
and M As who nmay have been taken to the forner Soviet Union
i s being conducted through the Joint U. S./Russian Conmi ssion
on POM/ M As, which was established in March 1992.

Presi dent Yeltsin and Gen. Vol kogonov, head of the Russian
del egation to the Conmi ssion, have pl edged their ful
cooperation. Yeltsin has directed all relevant Russian
mnistries to cooperate fully with the Comm ssion. Gen.
Vol kogonov is overseeing a thorough and professiona
research effort conducted by Russian archivists in search of
i nfornmati on on m ssing American servicenen. He has also
arranged for the U S. side of the Conmission to trave
across Russia in order to interview Russian citizens and
conduct research in regional archives. This level of US. -
Russi an cooperati on on POM/M As is unprecedented.

At the sanme time, |lower-level Russian security officials
have not al ways cooperated fully with Conm ssion requests.
The Russi an Government should nmake it clear that it requires
conpl ete cooperation by all nmenbers of the government.
Russi a should provide the U S. with all information in its
archives on U S. POM/MAs fromthe Korean and Vi et nam Wars,
and on U.S. servicenen shot down on or near Soviet territory
during the Cold War.

Section 498A(a)(11): "termi nate support for the conmuni st
regime in Cuba, including renoval of troops, closing of
mlitary facilities, and ceasing trade subsidi es and
econom ¢, nucl ear, and other assistance."

Russi a renmoved the final portion of its infantry

bri gade from Cuba in June 1993. This signified the end of
an era of mlitary support from Mdscow. Construction of a
nucl ear power plant at Juragua, begun in the early 1980s
wi th Soviet assistance and suspended in Septenber 1992
remai ned suspended through 1994. Russia continues to
operate a signals intelligence/communications facility at
Lourdes, for which it pays rent to the Government of Cuba.

In July 1993, Russia and Cuba signed a credits agreenent to
facilitate Cuban purchase of Russian equiprment (prinmarily to
conplete projects related to the sugar industry). Under the
terns of the agreenment, Cuba would have to repay the credits
with interest. Continuing preservation work by Russian
technici ans at Juragua has caused snall ampunts to be drawn
on these credits.

We do not have evidence that Russia is providing trade
subsi dies or other assistance to Cuba. On April 1, 1994,
the State Departnment (in response to a Congressiona

requi renent |evied after the announcenment of the July 1993
Russi an- Cuban credit arrangenent) certified that the

Russi ans did not give any aid (defined as assistance or
trade on terns nore favorable than narket) to Cuba during



t he precedi ng ei ghteen nonths. W have seen no information
since April that would alter this determnation. Russia-
Cuba trade under the Decenber 1993 bilateral trade agreenent
(which was ratified in March 1994) continues to reflect
market prices. |In fact, there are indications that the
nodest targets of this agreenent (essentially an oil for
sugar barter arrangenment pegged to narket prices for both
commodities) may remain unfulfilled, as Cuba is reportedly
experiencing difficulties in neeting its sugar export
target.

Checklist for Grounds of Ineligibility
Under Section 498A(b) of the FREEDOM Support Act

Section 498A(b)(1): Has the President determ ned that the
Government of Russia has "engaged in a consistent pattern of
gross violations of internationally recognized human rights
or of international |aw'?

No. Al though the protection of human rights renains
unevenly inplenented in sone areas (as di scussed above), we
do not believe that the Governnent of Russia is engaged in
such a pattern.

Section 498A(b)(2): Has the President determ ned that the
Governnment of Russia "has failed to take constructive
actions to facilitate the effective inplenmentation of
applicable arns control obligations derived from agreenents
signed by the forner Soviet Union"?

No. The CGovernnent of Russia has taken many
constructive steps in this area (as di scussed above).

Section 498A(b)(3): Has the President determ ned that,
after Cctober 24, 1992, the Governnent of Russia "know ngly
transferred to another country --

(A) mssiles or mssile technology inconsistent with
t he gui delines and paraneters of the Mssile Technol ogy
Control Regine; or

(B) any material, equipnent, or technol ogy that would
contribute significantly to the ability of such country to
manuf act ure any weapon of nass destruction (including
nucl ear, chem cal, and bi ol ogi cal weapons) if the President
determ ne[d] that the material, equipnment, or technol ogy was
to be used by such country in the manufacture of such
weapon" ?

We periodically receive reports of weapons-of-mass-
destruction proliferation-related transfers which we
carefully reviewin |ight of our |egal obligations under the
various proliferation sanctions |aws. None of these reports
has resulted in a sanctions determ nation during the
reporting period.

Since signing the U S./Russian mssile nonproliferation
menor andum of understandi ng (MOU) in Septenber 1993, the
U.S. and Russia have frequently exchanged vi ews and taken
steps to inplenent the agreenent. The MOU provides for
each side to discuss export activities with each other that
could require further consultation. This consultative



process is working well. The Russian side has been
forthcomng in responding to our inquiries about activities
predating the MOU. Russia has anended its export contro
regul ations to pernit it to control MICR Annex itens.

Russi a denmonstrates a good understandi ng of the Regi ne and
its objectives. At the Cctober Plenary, the nenbers agreed
t hat Russian nmenbership could nake an inportant contribution
to the Regine and agreed to take a fornal decision on
Russi an menbership in the near future. The U S. renmains
conmitted to facilitating Russian MICR nenbership at the
earliest possible date. The signing of the MOU and a

rel ated Russian conmitment to appropriately nodify the

d avkosnps contract with the I ndian Space Research

Organi zati on have enabl ed Russia to continue its eligibility
for assistance under this section. Additional details have
been provided to Congress previously on a classified basis.

Section 498A(b)(4): |Is the Governnent of Russia "prohibited
fromreceiving such assi stance by section 669 or 670 of [the
Forei gn Assistance] Act or sections 306(a)(1) and 307 of the
Chemi cal and Bi ol ogi cal Wapons Control and Warfare

El i mi nati on Act of 1991"?

No. The Governnent of Russia is not prohibited from
recei vi ng assi stance under these sections.

Section 498A(b)(5): Has the Government of Russia "failed to
make significant progress on the renmoval of Russian or
Conmonweal t h of | ndependent States troops from Estonia,
Latvia, and Lithuania" or "failed to undertake good faith
efforts, such as negotiations, to end other nmlitary
practices that violate the sovereignty of the Baltic
states"?

No. The process of Russian troop w thdrawal from
Li thuania was conpleted in 1993. 1In 1994, Russia conpleted
bilateral negotiations with Latvia and Estonia to reach
agreenments on tinetables for renmoval of the |ast Russian
forces in these countries. Except for a small nunber of
Russi an techni ci ans who renai ned behi nd under these
agreenments (and who will be w thdrawn soon), all Russian
active duty troops departed Latvia and Estonia by August 31
1994.

TAJI KI STAN

Criteria for U S. Assistance
Under Section 498A(a) of the Foreign Assistance Act of 1961

Section 201 of the FREEDOM Support Act anmended Section 498A
of the Foreign Assistance Act of 1961 to require that the
President "take into account not only relative need but also
the extent to which that independent state is acting to:"

Section 498A(a)(1): "nmake significant progress toward, and
is conmitted to the conprehensive inplenentation of, a
denocratic system based on principles of the rule of |aw,

i ndi vidual freedons, and representative governnent

determ ned by free and fair elections.”

The Governnent of Tajikistan made linmited progress



toward denocratization in 1994, It is dom nated by a
coalition representing the regional political interests of
Kul yab, Leni nabad and Hi ssar. Mst opposition politica
activity is banned and nmany governnent opponents are either
jailed, in exile, or active in the arnmed opposition based in
Nort hern Af ghani stan and conducting a |lowintensity
guerrilla war against the current government. President
Rakhmonov, who served as Chairman of the Suprene Soviet and
Head of State since Novenber 1992, was elected in a Novenber
6, 1994 vote in which a new constitution was al so approved.
Al t hough restrictive nom nation procedures linited the
presidential canpaign to two candi dat es--Rakhnonov and
former Prinme M nister Abdull ahjanov--the race was
conpetitive. In the end, Rakhnonov won with 58 percent of
the vote in a process narked by incidents of voter
intimdation and credible allegations of vote-rigging.
Parlianmentary elections are tentatively slated for February
26, 1995. Freedom of expression, including freedomof the
press, is severely restricted. Several journalists were
assassinated in 1994; others were arrested, jailed, or
forced into exile.

Section 498A(a)(2): "nmake significant progress in, and is
conmitted to the conprehensive inplenentation of, economc
ref orm based on market principles, private ownership, and
integration into the world econony, including inplenmentation
of the legal and policy frameworks necessary for such reform
(including protection of intellectual property and respect
for contracts)."

The civil war has severely damaged the economc
infrastructure, and industrial and agricultural production
has fallen sharply. Wile the governnment has made sone
steps towards reform these have been to a | arge extent
| egi sl ative exercises, with no inplenentation or
enforcenent. A governnental preoccupation with politica
stability conmbined with the entrenched bureaucratic
opposition to reform nade the econony, however dire the
situation, a lesser priority. |In addition, no resolution
could be reached on the fundanental question of a separate
Tajik currency until the political equation stabilized.
Approxi mately 90 percent of the econony is still in
government hands and that which has been privatized has gone
into the hands of the work collective at that particular
enterprise. The government further restricted the narket in
Taji kistan by increasing state orders for cotton and
alumnumand limting the i ssuance of export |icenses.

There are signs that, followi ng the presidential election in
Noverber, the governnent finally turned its attention to
economic reform The new Prime Mnister, trained as an
econom st, appears to chanpion econonic reforns and

i ntroduction of a national currency is being seriously

di scussed.

Tajikistan is a nenber of the IMF, the IBRD and the EBRD. A
bilateral trade agreenent was signed and ratified in 1993.
M-N status was granted in Novermber 1993. An OPI C agreenent
entered into force in 1992.

Section 498A(a)(3): "respect internationally recognized



human rights, including the rights of mnorities and the
rights to freedomof religion and enigration.”

Three successive governnents in Tajikistan have had
poor human rights records. Opposition and governnent
figures have been the victins of threats, kidnappings,
torture and assassi nation. The current governnent has shown
sone sensitivity to international concerns of human rights
viol ations, but extrajudicial and political killings
continue and little has been done to restrain the activities
of pro-governnent thugs who have harassed, beaten, and even
kill ed perceived opponents of the governnent. The
government prosecuted no one for political or extrajudicia
killings in 1994, and the procurator's office closed al
cases in which alleged nurderers were fromthe sane region
as the ruling Kulyabis.

The Governnent has nade good faith efforts to assist in the
repatriation of refugees from Afghani stan. Retribution
agai nst returnees by local mlitias remained a frequent if
di m ni shing problem Persons from Kul yab continue to be
favored over those fromother ethnic groups and harassnent
of those fromthe opposition-stronghold areas of Gharm and
Pam r continues. Linguistic and enploynent discrimnation
agai nst the Russian nminority has led to significant out-
mgration of this group in recent years, though this trend
sl owed sonewhat in 1994,

According to the Constitution, church and state are separate
in Tajikistan. Religious freedomis guaranteed by | aw.
Wiile Islamis the majority religion, mnority religions
enj oy both governnent and individual tol erance. W have
received no reports of official discrimnation against
religious mnorities.

National s who wi sh to travel abroad nust obtain an exit
visa, but there is no evidence that these are being withheld
for political reasons. Tajikistan has no |aw on em gration
Persons who settle abroad who do not intend to return are
required to informthe Tajikistan Interest Section of the
near est Russi an Embassy or Consul ate.

Section 498A(a)(4): "respect international |aw and
obligations and adhere to the Hel sinki Final Act of the
Conference on Security and Cooperation in Europe and the
Charter of Paris, including the obligations to refrain from
the threat or use of force and to settle disputes

peaceful l'y."

The current Government of Tajikistan has nade a public
conmtrment to respect the observance of international |ega
obligations and CSCE conmitnments. It has cooperated with
t he CSCE mi ssion based in Dushanbe on nmatters related to
el ection |l aw and efforts toward a political settlenent.

Taj i ki stan has out standi ng border disputes w th Uzbeki stan
and China, but neither has erupted into arnmed conflict.

G ven the current state of civil disorder and its nascent
mlitary, Tajikistan has no significant capacity and no
apparent intent to pursue aggressive actions agai nst any of
its neighbors. Tajikistan has been an active participant in
regi onal dial ogues and cooperative peacenaking efforts.



Section 498A(a)(5): "cooperate in seeking peacefu
resol ution of ethnic and regional conflicts."

The current Government of Tajikistan supports regiona
and international efforts, including an ongoing UN m ssion
and a new CSCE mi ssion, to peacefully resolve its interna
conflict. Civil strife in Tajikistan has not been
characterized by ethnic rivalries. Rather, it is a clan-
based struggl e between Islanic and secular Tajik groups,
wi th regional overtones.

Section 498A(a)(6): "inplenent responsible security
policies, including--

(A) adhering to arns control obligations derived from
agreenments signed by the forner Soviet Union

(B) reducing mlitary forces and expenditures to a
| evel consistent with legitimte defense requirenents;

(O not proliferating nuclear, biological, or chemca
weapons, their delivery systens, or related technol ogi es;
and

(D) restraining conventional weapons transfers.”

Taji kistan has formally declared its willingness and
intent to accept all of the relevant arns contro
obligations of the forner Soviet Union. The governnent has
indicated it intends to join the NPT as a non-nucl ear
weapons state. Tajikistan's mlitary forces do not
represent an offensive threat. W do not believe that
Taj i ki stan has engaged in the proliferation of nuclear
bi ol ogi cal, or chem cal weapons, their delivery systens, or
rel ated technology. Tajikistan is a signatory to the
nmultil ateral Chem cal Wapons Convention. To our know edge,
Taj i ki stan has not knowi ngly engaged in any significant
| evel of conventional arns transfers. The border with
Af ghani stan has becone rather porous and, as a result of
Tajikistan's internal conflict, arnms transfers nmay have
occurred, but nost likely into, not out of, Tajikistan

Section 498A(a)(7): "take constructive actions to protect
the international environment, prevent significant
transborder pollution, and pronobte sustainable use of
natural resources."

Tajikistan's efforts to protect its environnent are
currently overshadowed by its political problens. The U S.
CGeol ogi cal Survey has cooperated with Tajikistan in the past
on a program of earthquake nmonitoring. The Mnister of
Envi ronnment has expressed interest in the Aral Sea program

Section 498A(a)(8): "deny support for acts of internationa
terrorism™

The Governnent of Tajikistan does not grant sanctuary
from prosecution to individuals or groups which have
commtted acts of international terrorismor otherw se
support international terrorism

Section 498A(a)(9): "accept responsibility for paying an
equi tabl e portion of the indebtedness to United States firms
incurred by the fornmer Soviet Union."



In Cctober 1991, shortly before the Soviet Union
di ssol ved, Russia and nine other Soviet republics signed a
Menor andum of Under st andi ng decl ari ng thensel ves jointly and
severally liable for the pre-Cctober 1991 debt to foreign
creditors of the Soviet Union. |n Decenber 1991, Russia and
seven other republics signed an agreenent which assigned to
each of the newly independent states a share of all the
external assets and foreign debt of the forner Soviet Union
Taj i ki stan signed both the Cctober and Decenber 1991
agreenments. The Decenber 1991 agreenent provided that
Taji kistan's share of the FSU debt woul d be 0.82 percent.
In 1992, Russia sought to replace the joint and severa
liability principle by seeking full liability for the debt
inreturn for all the external assets. In Cctober 1993,
Taji kistan signed a "zero option" agreement with Russia
under which Russia will pay Tajikistan's share of the debt,
inreturn for its share of the assets.

In April 1993, Russia and the official creditors of the
former Soviet Union reached agreement on a reschedul i ng of
outstanding arrears and 1993 nmaturities arising fromcredits
extended to the former Soviet Union. The April agreenent

i ncl uded a declaration signed by the Russian government

whi ch acknow edged and confirned Russia's liability for the
debt to foreign creditors of the forner Soviet Union. A
bilateral agreenent with the United States inplenmenting the
April accord was signed in Washi ngton on Septenber 30, 1993.
On June 4, 1994 Russia and the official creditors of the
former Soviet Union reached agreenment on rescheduling 1994
maturities arising fromcredits extended to the forner
Soviet Union. A bilateral agreement with the United States
i npl enenting the June accord with respect to debt owed to
the United States was signed Cctober 15, 1994. Consi stent
with the terns of the April 1993 and June 1994 agreenents,
Russi a has been engaged in negotiations with the "London

Cl ub" of unofficial creditors. In these negotiations,
Russi a has been seeking to restructure, on terns conparable
to those agreed to by the official creditors, amunts owed
private creditors, including banks and uni nsured suppliers,
arising fromtheir loans to or other clains on the forner
Sovi et Uni on.

Section 498A(a)(10): "cooperate with the United States
CGovernment in uncovering all evidence regardi ng Anericans
listed as prisoners-of-war, or otherw se m ssing during
Ameri can operations, who were detained in the former Sovi et
Union during the Cold War."

The U.S. effort to uncover evidence of American PON
and MAs in the former Soviet Union is being conducted
t hrough the Joint U S./Russian Conmm ssion on POA/ M As whi ch
was established in January 1992. The Comm ssion has not
initiated direct negotiations with Tajikistan

Section 498A(a)(11): "termi nate support for the conmuni st
regime in Cuba, including renoval of troops, closing of
mlitary facilities, and ceasing trade subsidi es and
econom ¢, nucl ear, and other assistance."

The Governnent of Tajikistan is not providing mlitary,



econom ¢, nuclear, or other assistance to the Governnent of
Cuba.

Checklist for Grounds of Ineligibility
Under Section 498A(b) of the Foreign Assistance Act of 1961

Section 498A(b)(1): Has the President determ ned that the
Government of Tajikistan has "engaged in a consistent
pattern of gross violations of internationally recognized
human rights or of international |aw'?

No. While there have been serious shortconings in
human ri ghts observance (as discussed above), we do not
beli eve that the Governnent of Tajikistan is engaged in such
a pattern.

Section 498A(b)(2): Has the President determ ned that the
Government of Tajikistan "has failed to take constructive
actions to facilitate the effective inplenmentation of
applicable arns control obligations derived from agreenents
signed by the forner Soviet Union"?

No. We do not believe that the Governnent of
Taji kistan has failed to take such actions.

Section 498A(b)(3): Has the President determ ned that,
after Cctober 24, 1992, the Governnent of Tajikistan
"knowi ngly transferred to another country --

(A) mssiles or mssile technology inconsistent with
t he gui delines and paraneters of the Mssile Technol ogy
Control Regine; or

(B) any material, equipnent, or technol ogy that would
contribute significantly to the ability of such country to
manuf acture any weapon of nass destruction (including
nucl ear, chem cal, and bi ol ogi cal weapons) if the President
determ ne[d] that the material, equipnment, or technol ogy was
to be used by such country in the manufacture of such
weapon" ?

No. W do not believe that the Government of
Taj i ki stan has nade such transfers.

Section 498A(b)(4): |Is the Governnent of Tajikistan
"prohibited fromreceiving such assi stance by section 669 or
670 of [the Foreign Assistance] Act or sections 306(a)(1)
and 307 of the Chem cal and Biol ogi cal Weapons Control and
Warfare Elimnation Act of 1991"?

No. The Governnent of Tajikistan is not prohibited
fromreceiving assi stance under these statutes.

TURKMENI STAN

Criteria for U S. Assistance
Under Section 498A(a) of the Foreign Assistance Act of 1961

Section 201 of the FREEDOM Support Act anmended Section 498A
of the Foreign Assistance Act of 1961 to require that the
President "take into account not only relative need but also
the extent to which that independent state is acting to:"



Section 498A(a)(1): "nake significant progress toward, and
is conmitted to the conprehensive inplenentation of, a
denocratic system based on principles of the rule of |aw,

i ndi vidual freedons, and representative governnent

determ ned by free and fair elections.”

There was no progress in 1994 in noving toward a
denocratic system of governnment. Turknenistan remains a one-
party state dominated by President N yazov and his cl osest
advisors. The President has continually enphasized
stability over political reform A January 25, 1994
ref erendum of questi onabl e constitutionality extended
Presi dent Niyazov's termof office until 2002. The Decenber
11 elections for the Mejlis (parlianent) were largely a
formality as opposition parties are banned; only governnent-
approved candi dates were pernitted to run for this largely
rubber - st anp body.

Section 498A(a)(2): "nmake significant progress in, and is
conmitted to the conprehensive inplenentation of, economc
ref orm based on market principles, private ownership, and
integration into the world econony, including inplenmentation
of the legal and policy frameworks necessary for such reform
(including protection of intellectual property and respect
for contracts)."

The Governnment of Turknenistan is taking a slow
approach to economic reform President N yazov plans a ten-
year state-nanaged transition and hopes to utilize hard
currency earnings from Turkmeni stan's natural resources to
finance expenditures and soften the inpact of the economc
transition. The Government took some |inited neasures in
1994 to reduce state intervention, e.g. phasing out the
state order system but the economy renmained predom nantly

under state control. Turknenistan could accel erate the pace
of reform by broadening privatization efforts and rel axi ng
restrictions in the areas of oil, gas, mnerals and nost

agriculture, which have been reserved for state ownership
and control

A series of laws on foreign investnent, banking, property
ownership and intellectual property rights were passed in
1992 as incentives for foreign investors. However, the
export systemis conplicated by licensing and currency
surrender requirenments. |In Septenber 1992, President

Ni yazov signed a | aw which protects intellectual property
rights. Turknenistan introduced its own currency, the
"manat" in Novenber 1993, which has helped it establish an

i ndependent nonetary policy. A bilateral trade agreenent
providing for reciprocal MFN and containing |PR
(intellectual property rights) provisions entered into force
Cct ober 1993. The OPIC agreenent entered into force in June
1992. Further discussions are needed on the bilatera

i nvestnent treaty and treaty to avoid doubl e taxati on before
finalization. Turkmenistan is a nenber of the | M-, EBRD and
| BRD.

Section 498A(a)(3): "respect internationally recognized
human rights, including the rights of mnorities and the
rights to freedomof religion and enigration.”



The Governnent of Turknenistan's record on recognition

of internationally recogni zed hunman rights is poor. It
| argel y avoi ded abuses against the integrity of the person
(extrajudicial killing, systematic torture). However,

crimnal suspects, prisoners, and witnesses are routinely
beaten both before and after trial processes. Agents of the
security apparatus have al so used force to suppress
political opposition. Furthernore, the governnent severely
restricts civil and political rights. It maintains strict
controls over the political opposition and conpletely
controls the nedia, censoring all newspapers and rarely
permtting criticismof government policy or officials. The
Government has detained its critics and attenpted to
extradite Turkmen dissidents from Uzbeki stan and Russia on
charges that appear politically-nmotivated. As part of its
efforts to foster a sense of nationhood anbng the Turknen,
the Governnent has reversed decades of favoritismtoward
Russi ans. Ethnic Turkmen now receive favored treatnent,

| eading ethnic mnorities to conplain of discrinination
especially in enploynent practices.

The Constitution guarantees freedom of religion and does not
establish a state religion. State harassnent of religious
groups has largely ended, and religious freedomis generally
respected. Religious congregations are technically required
to register with the governnent, but there are no reports
that the governnent prevented those that have not conplied
frompracticing their faith. There were no reports that
attenpts to register religious groups were denied.

The governnent does not generally restrict noverment within
Tur kmeni st an, al though travel to border zones is tightly
controlled. The Governnent uses its power to issue
passports and exit visas as a neans of restricting
international travel for its critics. Travel outside the
former Soviet Union requires an exit visa. Citizens of
Turkmeni stan are permtted to emgrate w thout undue
restriction.

Section 498A(a)(4): "respect international |aw and
obligations and adhere to the Hel sinki Final Act of the
Conference on Security and Cooperation in Europe and the
Charter of Paris, including the obligations to refrain from
the threat or use of force and to settle disputes

peaceful l'y."

The Governnent of Turknenistan clains to respect the
observance of international |egal obligations and CSCE
conmitrments in the area of human rights, but has yet to put
t hose obligations and comitnments into practice. House
arrests, limtations on freedom of expression, harassnent of
political opposition, and prevention of contacts with
visiting foreigners occur in clear violation of the Helsink
Final Act and the Charter of Paris.

Turkmeni stan is at peace with its neighbors. Bilatera
accords with Russia provides for close cooperation on
mlitary and security issues. The Turknen mlitary does not
currently present an offensive threat to the region

Tur kmeni st an has been active in regional dialogues and
cooperative efforts to settle outstandi ng di sputes



peaceful ly. Turkmeni stan has been conplying with CSBM
(Confidence and Security Buil ding Measures) provisions by
submi tting CSBM decl arati ons and undergoi ng an inspection in
Novenber .

Section 498A(a)(5): "cooperate in seeking peacefu
resol ution of ethnic and regional conflicts."

Tur kmeni st an supports regi onal and internationa
efforts to resolve peacefully the conflicts in Tajikistan
and Afghanistan. It does not participate, however, in the
Cl S peacekeeping efforts in Tajikistan. Turkneni stan has
been spared the ethnic turnoil that has afflicted other
parts of the former Soviet Union

Section 498A(a)(6): "inplenent responsible security
policies, including--

(A) adhering to arns control obligations derived from
agreenments signed by the forner Soviet Union

(B) reducing mlitary forces and expenditures to a
| evel consistent with legitimte defense requirenents;

(O not proliferating nuclear, biological, or chemca
weapons, their delivery systens, or related technol ogi es;
and

(D) restraining conventional weapons transfers.”

Turkmeni stan has formally declared its willingness and
intent to accept all of the relevant arns contro
obligations of the fornmer Soviet Union. |In Septenber,

Tur knmeni st an deposited i nstrunments of accession to the Non-
Proliferation Treaty in Washington. Under its bilatera
security arrangenent with Russia, Turknenistan hopes
eventual ly to disband nuch of the existing Turknmen nilitary.
We do not believe that Turkmeni stan has engaged in the
proliferation of nuclear, biological, or chem cal weapons,
their delivery systens, or related technol ogi es.
Turkmeni stan is a signatory to the nultilateral Chem ca
Weapons Convention. To our know edge, Turkneni stan has not
engaged in any significant |evel of conventional arns
transfers.

Section 498A(a)(7): "take constructive actions to protect
the international environment, prevent significant
transborder pollution, and pronbte sustainable use of
natural resources."

Wi | e Turknmeni stan has the best devel oped system of
nature preserves of all the Central Asian republics, there
have been signs of encroachnent on sone of these areas.

Tur kmeni stan and the U S. Fish and Wldlife Service are
undertaking a joint project for the protection of arid
resource bases. At the sanme tine, Turknenistan harbors one
of the npbst serious environmental problenms in the Centra
Asi an regi on, the Karakum canal. Continued devel opnent of
the canal will exacerbate existing water pollution,
pesticide run-off, and water-table problens in the region
contributing to the problens in the Aral Sea. Turknenistan
has, however, agreed to participate in U S. and Wrld Bank
projects to address Aral Sea-rel ated probl ens.



Turkmeni stan is currently engaged in talks with Russia,
Azer bai j an, Kazakhstan and Iran on environnental protection
of the Caspian Sea. These marine environnental protection
talks will include discussion of devel opnent of the minera
resources of the Caspian seabed and use of the sturgeon
popul ation in a way that protects the Caspi an ecosystem

Section 498A(a)(8): "deny support for acts of internationa
terrorism™

The Governnent of Turkneni stan does not grant sanctuary
from prosecution to individuals or groups which have
commtted acts of international terrorismor otherw se
support international terrorism

Section 498A(a)(9): "accept responsibility for paying an
equi tabl e portion of the indebtedness to United States firms
i ncurred by the fornmer Soviet Union."

In Cctober 1991, shortly before the Soviet Union
di ssol ved, Russia and nine other Soviet republics signed a
Menor andum of Under st andi ng decl ari ng thensel ves jointly and
severally liable for the pre-Cctober 1991 debt to foreign
creditors of the Soviet Union. |n Decenber 1991, Russia and
seven other republics signed an agreenent which assigned to
each of the newly independent states a share of all the
external assets and foreign debt of the forner Soviet Union
Tur kmeni st an signed the COctober but not the Decenber 1991
agreenments. The Decenber 1991 agreenent provided that
Tur kmeni stan's share of the FSU debt would be 0.70 percent.
In 1992, Russia sought to replace the joint and severa

liability principle by seeking full liability for the debt
inreturn for all the external assets. |In July 1992,
Turknmeni stan signed a "zero option" agreement with Russia
under which Russia will pay Turknmenistan's share of the debt

inreturn for its share of the assets.

In April 1993, Russia and the official creditors of the
former Soviet Union reached agreement on a reschedul i ng of
outstanding arrears and 1993 maturities arising fromcredits
extended to the former Soviet Union. The April agreenent

i ncl uded a declaration signed by the Russian government

whi ch acknow edged and confirned Russia's liability for the
debt to foreign creditors of the forner Soviet Union. A
bilateral agreenent with the United States inplenmenting the
April accord was signed in Washi ngton on Septenber 30, 1993.
On June 4, 1994 Russia and the official creditors of the
former Soviet Union reached agreenent on rescheduling 1994
maturities arising fromcredits extended to the forner
Soviet Union. A bilateral agreement with the United States
i mpl enenting the June accord with respect to debt owed to
the United States was signed Cctober 15, 1994. Pursuant
both to the April 1993 and June 1994 agreenents, Russia has
been engaged in negotiations with the "London O ub" of
unofficial creditors. In these negotiations, Russia has
been seeking to restructure, on terns conparable to those
agreed to by the official creditors, anbunts owed private
creditors, including banks and uni nsured suppliers, arising
fromtheir loans to or other clains on the forner Sovi et

Uni on.



Section 498A(a)(10): "cooperate with the United States
CGovernment in uncovering all evidence regardi ng Anericans
listed as prisoners-of-war, or otherw se m ssing during
Ameri can operations, who were detained in the former Sovi et
Union during the Cold War."

The U. S. effort to uncover evidence of Anerican POA
and MAs in the former Soviet Union is being conducted
t hrough the Joint U S./Russian Conmm ssion on POM/ M As whi ch
was established in January 1992. The Comm ssion has not
initiated direct contact with the Governnent of
Tur kneni st an.

Section 498A(a)(11): "term nate support for the conmuni st
regime in Cuba, including renoval of troops, closing of
mlitary facilities, and ceasing trade subsidi es and
econom ¢, nucl ear, and other assistance."

We have no evidence to indicate that the Governnent of
Turkmeni stan is providing mlitary, econonmc, nuclear, or
ot her assistance to the Government of Cuba.

Checklist for Grounds of Ineligibility
Under Section 498A(b) of the Foreign Assistance Act of 1961

Section 498A(b)(1): Has the President determ ned that the
Governrment of Turkmeni stan has "engaged in a consi stent
pattern of gross violations of internationally recognized
human rights or of international |aw'?

No. Nonetheless, the U S. Governnent is deeply
concerned about the serious violations of human rights
di scussed above and will continue to make human rights
i ssues a central elenent of our dialogue with the Governnent
of Turkneni st an.

Section 498A(b)(2): Has the President determ ned that the
Governnent of Turknenistan "has failed to take constructive
actions to facilitate the effective inplenmentation of
applicable arns control obligations derived from agreenents
signed by the forner Soviet Union"?

No. We do not believe that the Governnment of
Turkmeni stan has failed to take such actions.

Section 498A(b)(3): Has the President determ ned that,
after Cctober 24, 1992, the Governnment of Turkmenistan
"knowi ngly transferred to another country --

(A) mssiles or mssile technology inconsistent with
t he gui delines and paraneters of the Mssile Technol ogy
Control Regine; or

(B) any material, equipnent, or technology that would
contribute significantly to the ability of such country to
manuf acture any weapon of nass destruction (including
nucl ear, chem cal, and bi ol ogi cal weapons) if the President
determ ne[d] that the material, equipnment, or technol ogy was
to be used by such country in the manufacture of such
weapon" ?

No. We do not believe that the Governnment of



Tur kmeni st an has nmde such transfers.

Section 498A(b)(4): |Is the Governnent of Turknenistan
"prohibited fromreceiving such assi stance by section 669 or
670 of [the Foreign Assistance] Act or sections 306(a)(1)
and 307 of the Chem cal and Biol ogi cal Weapons Control and
Warfare Elimnation Act of 1991"?

No. The Governnent of Turknenistan is not prohibited
fromreceiving assi stance under these statutes.

UKRAI NE

Criteria for U S. Assistance
Under Section 498A(a) of the Foreign Assistance Act of 1961

Section 201 of the FREEDOM Support Act anmended Section 498A
of the Foreign Assistance Act of 1961 to require that the
President "take into account not only relative need but also
the extent to which that independent state is acting to"

Section 498A(a)(1): "nake significant progress toward, and
is conmitted to the conprehensive inplenentation of, a
denocratic system based on principles of the rule of |aw,

i ndi vidual freedons, and representative governnent

determ ned by free and fair elections.”

Ukr ai ne decl ared its independence fromthe forner
Soviet Union in August 1991. The follow ng Decenber the
Ukr ai ni an peopl e overwhel mingly confirnmed that declaration
through a free and fair referendum and el ected Leonid
Kravchuk President of Ukraine for a five-year term

Since 1991 Ukrai ne has nade slow, but steady progress in
buil ding a denocratic society. Political freedomns

i ntroduced conpeting interest groups to the Ukrainian
political scene which, against the backdrop of a grow ng
econom c crisis, brought on political deadl ocks between the
president and the parliament. On Septenber 24, 1993, the
Ukrai ni an parliament voted to hold early parlianentary

el ections on March 27, 1994, and early presidentia

el ections on June 26, 1994. The early elections were
carried out in a generally free and fair nanner, and under

i nternational observation. Voters, influenced by new
denocratic practices and political groups, elected a new
parlianment domi nated by |eftist factions which emerged from
the el ections as the strongest blocs. Repeat elections
during the summer and fall however, put nmore centrists in
the | egislature and weakened the | eft, and now new deputies
entering parlianentary ranks w thout party affiliation nade
up the largest single grouping. Voters also elected forner
Prime Mnister Leonid Kuchnma to the Presidency in a run-off
el ecti on agai nst incunbent Leonid Kravchuk

Al t hough Wkraine's governnent is a parlianmentary denocracy
with separate executive, judicial, and | egislative branches,
it lacks strong denocratic institutions and a rule of |aw
tradition. Since 1991, denocratic reforms have included
protection of many individual freedons, adoption of a

mul tiparty system and | egislative guarantees of basic civi
and political rights for ethnic minorities. A new Ukrainian



draft constitution to replace the Soviet-era constitution, a
high priority for President Kuchma, is now being drafted by
a comm ssi on.

Section 498A(a)(2): "nmake significant progress in, and is
conmitted to the conprehensive inplenentati on of, economc
ref orm based on market principles, private ownership, and
integration into the world econony, including inplenmentation
of the legal and policy frameworks necessary for such reform
(including protection of intellectual property and respect
for contracts)."

For the past three years Ukrai ne has faced serious
inflation and a declining econony. The decline of
production in nost sectors of the econony continues, though
the rate of contraction appears to have slowed in sone
spheres. | n 1992 and 1993 narket-oriented reforns were
i npl enented at a slow and hal f-hearted pace. Ukrainian
of ficials appeared determ ned to nove towards an efficient
econonmy w thout creating social upheaval and a decline in
the standard of living, even if it included a reliance on
adm nistrative planning. Unfortunately, this policy led to
a decrease in industrial production, spiraling inflation
little privatization, and overall gridlock in the econony.
In 1993, attenpts at stabilizing the econony were
overwhel ned by the wei ght of collapsing production, ruptured
trade links within the forner Soviet Union, and the |ack of
political will at all levels of the national government.

In 1994 the econonmic situation in Ukraine remained grim but
the policy outlook brightened considerably. Country-w de

el ections for a new president, Parlianment and every governor
and mayor in the nation provided new thinking and fresh

i deas. Ukrai ne has unanbi guously signaled its deternination
to enbark on a conprehensive econom ¢ reform program
President Kuchma's Cctober 11, 1994 address to the Ukrainian
Parlianment has registered a drastic change in economc
policy, in favor of stabilization and structural reform
Ukrai ne has commtted itself to unifying its exchange rates,
reform ng the tax and banking systens, |iberalizing prices,
reducing inflation, elimnating subsidies, lifting export
and currency controls, attracting nore foreign investnment,
speeding up privatization efforts, and cutting the budget
deficit. On COctober 26, 1994, the International Mnetary
Fund announced the approval of a Systemc Transformation
Facility loan of 371 mllion USD in order to help inplenment
the first stage of this radical economc stabilization and
reformprogram On Decenber 22, 1994 the Worl d Bank
approved a 500 mllion USD rehabilitation |oan, tying

di sbursenent to the adoption of substantial structura

ref orm neasures.

Section 498A(a)(3): "respect internationally recognized
human rights, including the rights of mnorities and the
rights to freedomof religion and enigration.”

Ukr ai ne continues to nake progress in the area of hunan
rights. Currently there are no political prisoners. A few
reported abductions and killings have been investigated for
possi bl e political notivations. However, given the | ack of
sufficient evidence to establish such Iinkages, sonme believe



that nore and nore politically active individuals are
falling prey to organized crime. Mnority rights are
general ly respected in accordance with a Novermber 1991 | aw
whi ch guar ant ees persons belonging to ethnic mnority groups
the right of access to schools and cultural facilities and
the use of their respective | anguages in business and

of ficial correspondence. Despite frequent reports of

di scrimnation against ethnic Russian nmnorities, there is
little evidence that discrimnatory incidents against

Russi ans or any other ethnic mnorities are anything nore
than isolated events. Myst Ukrainians who wish to trave
abroad are able to register w thout problens at |ocal "Visas
and Registration Ofices". 1In 1993, Ukraine dropped its
requirenent for exit visas and all citizens are eligible for
passports that permt unrestricted travel abroad.

Wil e there are sone problemareas in Ukraine's human rights
performance, governnent efforts to address these problens
proceed. Scattered incidents of religiously notivated

vi ol ence between various denoni nati ons have been reported.
The governnent has sought to bring this violence under
control and is working to resolve disputes. The governnent
has not interfered with the registration of nmnority
religions and has allowed the opening of semnaries and

Jewi sh religious schools. Although freedom of speech and of
press i s hanpered by Soviet-era self-censorship practices
and a state nonopoly on nost newsprint, a 1991 |aw protects
these freedons and criticismof the government is vigorous
and tolerated. There continues to be inadequate |ega
protecti on agai nst searches of homes w thout warrants and
surveill ance of individuals and communi cations. However,
human ri ghts observers report receiving no conplaints of

i nvasi on of privacy.

Section 498A(a)(4): ‘"respect international |aw and
obligations and adhere to the Hel sinki Final Act of the
Conference on Security and Cooperation in Europe and the
Charter of Paris, including the obligations to refrain from
the threat or use of force and to settle disputes

peaceful l'y."

Ukr ai ne has adhered to obligations under the Hel sink
Final Act and the Charter of Paris, and respected
international law. Ukraine has consistently sought peacefu
negoti ated settlements to disputes on its border, including
that in Ml dova, and has made no territorial claims on other
states. In addition, Ukraine has sought and continues to
seek the advice and counsel of the CSCE in resolving
peacefully the internal dispute with Crinea.

Section 498A(a)(5): "cooperate in seeking peacefu
resol ution of ethnic and regional conflicts."

Al t hough no longer a high priority issue, Ukraine has
supported peaceful resolution of its dispute with Ml dova by
participating in quadripartite talks and by attenpting to
interdict arms shipnents into the disputed zone. A
battali on of Ukraini an peacekeeping forces is currently
serving with the UNPROFOR mi ssion in Bosnia and has suffered
many casualties in performance of its duties. Wthinits
own borders, Ukraine has supported peaceful resolution of



its dispute with Crinea by inviting and encouragi ng the
active participation of the CSCE in evaluating the situation
and nmaki ng reconmendati ons. Ukraine also has nade cl ear
efforts to guarantee rights of persons belonging to
mnorities and has been virtually free of w despread ethnic
conflict.

Section 498A(a)(6): "inplenent responsible security
policies, including--

(A) adhering to arns control obligations derived from
agreenments signed by the forner Soviet Union

(B) reducing mlitary forces and expenditures to a
| evel consistent with legitimte defense requirenents;

(O not proliferating nuclear, biological, or chemca
weapons, their delivery systens, or related technol ogi es;
and

(D) restraining conventional weapons transfers.”

Fol | owi ng el ecti ons which brought in both a new
Parlianment (the Rada) and a new President, the Rada voted on
Novermber 16, 1994 to accede to the NPT. Ukrai ne deposited
its instrunent of accession for the NPT and exchanged
instrunments of ratification for the START Treaty on Decenber
5, 1994,

Ukrai ne participated in neetings to resolve |INF and ABM
Treaty succession and i npl enentation issues.

Ukrai ni an | eaders continue to stress their determnation to
achieve full inplenmentation of the CFE Treaty and have put
in place an infrastructure to make that a reality. Kiev has
net its CFE data and notification requirenents in a tinely
fashion. kraine has hosted a | arge nunber of on-site

i nspections of its forces, and has been a cooperative
partner in CFE i npl enmentation. Ukraine conpleted
destruction of hundreds of pieces of Treaty-limted

equi pment in fulfillnent of its equi pnment reduction
obligations for CFE' s first reduction phase, which ended in
Novermber 1993. It appears that Ukraine has failed to
destroy 60 percent of its total reduction liability by
Novermber 1994, with the shortfall com ng from not destroying
naval -rel ated equi pnent included in the politically-binding
June 14, 1991 statement. President Kuchma and ot her senior
Ukrai nian officials have repeatedly expressed their
conmtrment to adhere to arns control agreenents and conply
with their provisions. On this basis, we judge that the GOU
is conmitted to conplying with relevant arns contro
agreenents. Were this conm tnent has not been fully

i mpl enented, e.g., CFE reductions, it renmmi ns under our
constant review.

Ukraine inherited a mlitary force of sonme 550,000 personne
fromthe Soviet Union when it decl ared i ndependence.

Current plans are for Ukraine to reduce the size of this
force to approxi mately 250,000 - 300,000 by the end of the
decade. This level is consistent with |egitimte defense
requirenents.

Ukr ai ne has cooperated with efforts to limt proliferation
of weapons and technol ogi es of mass destruction. The USG



has hel d di scussions with Ukraine in an effort to establish
strong export control systens with Ukraine. Now that
Ukrai ne has acceded to the NPT, it is working with the | AEA
full -scope safeguards agreenent. W do not believe that
Ukr ai ne has engaged in the proliferation of nuclear

bi ol ogi cal, or chenmi cal weapons, or related technol ogy
during the reporting period. Ukraine is an origina
signatory to the chem cal weapons convention. Wth respect
to mssile delivery systens, on May 31, 1994, Vice President
CGore and Deputy Prinme M nister Shnarov signed an agreenent
on the transfer of mssile equiprment and technol ogy that
made Ukrai ne an adherent to the M ssile Technol ogy Contro
Regime (MICR). The agreenent entered into force in Novenber
1994,

Wi | e Ukrai ne does produce sone conventional armaments, it
has not been a significant exporter of conventional arnms.

Section 498A(a)(7): "take constructive actions to protect
the international environment, prevent significant
transborder pollution, and pronbte sustainable use of
natural resources."

Si gni ficant environmental problens renmain in Ukraine,
particularly fromthe after effects of Chornobyl and
wi despread industrial pollution. The U'S. and Ukraine are
cooperating on a range of environnental problens under a
bil ateral cooperation agreenent signed in 1992.

The Governnent of Ukraine has taken sone steps to address
environnental issues, mainly through the Mnistry of
Environnent. G ven the worsening econonic situation in
Ukr ai ne, however, full inplenentation of a pollution fee
systemtaxing air and water em ssions and solid waste

di sposal has | agged. National environnental NGO s and a
nati onal Green Party slowy are gaining access to the policy-
maki ng process on environnental issues. Ukraine has shown
an interest in regional cooperation on environnental issues,
and has agreed to the establishnment of a coordination and

i nformati on sharing mechanismas a first step toward fuller
cooperation on transborder and international environnenta

i ssues.

Section 498A(a)(8): "deny support for acts of internationa
terrorism™

The Governnent of Ukrai ne does not grant sanctuary from
prosecution to individuals or groups which have conmitted
acts of international terrorismor otherw se support
international terrorism

Section 498A(a)(9): "accept responsibility for paying an
equi tabl e portion of the indebtedness to United States firms
incurred by the fornmer Soviet Union."

In Cctober 1991, shortly before the Soviet Union
di ssol ved, Russia and nine other Soviet republics signed a
Menor andum of Under st andi ng decl ari ng thensel ves jointly and
severally liable for the pre-Cctober 1991 debt to foreign
creditors of the Soviet Union. |n Decenber 1991, Russia and
seven other republics signed an agreenent which assigned to
each of the newly independent states a share of all the



external assets and foreign debt of the forner Soviet Union
Ukr ai ne signed both the October and Decenber 1991
agreenments. The Decenber 1991 agreenent provided that

Ukrai ne's share of the FSU debt would be 16.37 percent. In
1992, Russia sought to replace the joint and severa
liability principle by seeking full liability for the debt
inreturn for all the external assets. In March 1993, the

chairman of the group of official creditors of the forner
Soviet Union wote to the Ukrainian prime mnister stating
that the official creditors would not seek any payments from
Ukrai ne arising fromthe FSU debt until Ukraine and Russia

reached bilateral agreenent on this issue. In Decenber
1994, Wkraine signed a "zero option" agreement with Russia
under which Russia will pay Ukraine's share of the debt in

return for its share of the assets.

In April 1993, Russia and the official creditors of the
former Soviet Union reached agreement on a reschedul i ng of
outstanding arrears and 1993 nmaturities arising fromcredits
extended to the former Soviet Union. The April agreenent

i ncl uded a declaration signed by the Russian government

whi ch acknow edged and confirned Russia's liability for the
debt to foreign creditors of the forner Soviet Union. A
bilateral agreenent with the United States inplenmenting the
April accord was signed in Washi ngton on Septenber 30, 1993.
On June 4, 1994, Russia and the official creditors of the
former Soviet Union reached agreenment on a reschedul i ng of
outstanding arrears and 1994 nmaturities arising fromcredits
extended to the former Soviet Union. A bilateral agreenent
with the United States inplenmenting the April accord was
signed i n Washington on Cctober 25, 1994. Pursuant to the
June agreenent, Russia is now seeking to restructure, on
ternms conparable to those agreed to by the officia
creditors, anpunts owed private creditors, including banks
and uni nsured suppliers, arising fromtheir |oans to or
other clainms on the forner Soviet Union

Section 498A(a)(10): "cooperate with the United States
CGovernment in uncovering all evidence regardi ng Anericans
listed as prisoners-of-war, or otherw se m ssing during
Ameri can operations, who were detained in the former Sovi et
Union during the Cold War."

The U.S. effort to uncover evidence of American PO
and MAs in the former Soviet Union is being conducted
t hrough the Joint U S./Russian Conmm ssion on POA/ M As whi ch
was established in January 1992. The U. S. delegation to the
POV M A Conmi ssion visited Ukraine in Decenber 1992 and
August 1993. kraine continues to cooperate in the search
for evidence on Anerican PON/ M As.

Section 498A(a)(11): "termi nate support for the conmuni st
regime in Cuba, including renoval of troops, closing of
mlitary facilities, and ceasing trade subsidi es and
econom ¢, nucl ear, and other assistance."

The Governnent of Ukraine is not providing nilitary,
econom ¢, nuclear, or other assistance to the Governnent of
Cuba. UWkraine sought in 1994 to inprove its trade relations
wi th Cuba.



Checklist for Grounds of Ineligibility
Under Section 498A(a) of the Foreign Assistance Act of 1961

Section 498A(b)(1): Has the President determ ned that the
Government of Ukrai ne has "engaged in a consistent pattern
of gross violations of internationally recognized human
rights or of international |aw'?

No. While problenms remain in the observance of certain
freedons (as discussed above), we do not believe that the
Government of Ukraine is engaged in such a pattern

Section 498A(b)(2): Has the President determ ned that the
Governnent of Ukraine "has failed to take constructive
actions to facilitate the effective inplenmentation of
applicable arns control obligations derived from agreenents
signed by the forner Soviet Union"?

No. The Ukrainian parliament has lifted its conditions
on the inplenentation of the START | Treaty and has voted to
accede to the NPT. On January 14, 1994 Ukrai nian President
Kravchuk signed a trilateral statenent with Russia and the
United States which has facilitated the early deactivation
and transfer of nuclear warheads to Russia for
di smant | ement .

Section 498A(b)(3): Has the President determ ned that,
after Cctober 24, 1992, the Governnent of Ukraine "know ngly
transferred to another country --

(A) mssiles or mssile technology inconsistent with
t he gui delines and paraneters of the Mssile Technol ogy
Control Regine; or

(B) any material, equipnent, or technol ogy that would
contribute significantly to the ability of such country to
manuf act ure any weapon of nass destruction (including
nucl ear, chem cal, and bi ol ogi cal weapons) if the President
determ ne[d] that the material, equipnment, or technol ogy was
to be used by such country in the manufacture of such
weapon" ?

No. W have no evidence to suggest that the Government
of Ukrai ne has nade such transfers.

Section 498A(b)(4): |Is the Governnent of Ukraine
"prohibited fromreceiving such assi stance by section 669 or
670 of [the Foreign Assistance] Act or sections 306(a)(1)
and 307 of the Chem cal and Biol ogi cal Weapons Control and
Warfare Elimnation Act of 1991"?

No. The Governnent of Ukraine is not prohibited from
recei vi ng assi stance under these statutes.

UZBEKI STAN

Criteria for U S. Assistance
Under Section 498A(a) of the Foreign Assistance Act of 1961

Section 201 of the FREEDOM Support Act anended Section 498A
of the Foreign Assistance Act of 1961 to require that the



President "take into account not only relative need but also
the extent to which that independent state is acting to:"

Section 498A(a)(1): "nake significant progress toward, and
is conmitted to the conprehensive inplenentation of, a
denocratic system based on principles of the rule of |aw,

i ndi vidual freedons, and representative governnent

determ ned by free and fair elections.”

Uzbeki stan has nade some margi nal progress inits
transition froman authoritarian Soviet |egacy toward a nore
pluralistic denocracy. Political life remains dom nated by
President Islam Karinov and the highly centralized executive
branch which serves him The Decenber 25 Parlianent
el ections offered voters a linmted choice between candi dates
fromthe ruling party, fromanother party closely linked to
Kari mov, and fromthe regi onal governnments. However,
Tashkent's tight control of the registration and noni nation
process effectively elimnated real opposition candi dates.

On the positive side, two opposition representatives were
permtted to address a CSCE sem nar which took place in
Tashkent in Septenber 1994, and the governnent did not
seriously harass local or foreign activists during the
semnar. | n Novenber 1994, the governnment pardoned five
prom nent political dissidents who had been in prison. A
trial of sone remaining opposition party nenbers, jailed for
a range of offenses considered suspect by human rights
groups, began in Cctober but was postponed.

Al t hough expressly prohibited by the Constitution, press
censorship continued, and freedom of expressi on was
constrai ned by an atnosphere of repression which nade it
difficult to criticize the governnent publicly.

Section 498A(a)(2): "nmake significant progress in, and is
conmtted to the conprehensive inplenentati on of, economc
ref orm based on market principles, private ownership, and
integration into the world econony, including inplenmentation
of the legal and policy frameworks necessary for such reform
(including protection of intellectual property and respect
for contracts)."

In 1994 the Governnent took its first significant steps
to accel erate the process of economc reformand the
transition to a free market economy. By year's end,

Uzbeki stan had reached agreenent with the IMF on a program
to be supported by the Systemic Transfornation Facility,

al t hough official Board approval will likely be granted in
early 1995. As part of this agreenent, the Governnent of
Uzbeki stan has agreed on exchange rate unification, a
consol i dated 1995 budget requiring no nore that 2 percent of
GDP donestic financing, and interest liberalization. As a
"prior action" required before Board approval can be
granted, Uzbeki stan, in Decenber 1994, reduced export

gquotas. By early February 1995, it is expected to have
agreenment with the Wrld Bank on a substantial reduction in
state orders for grain. (The state order system has al ready
been abolished for all other agricultural products, with the
exception of cotton.) It has also agreed in principle to a
privatization program assi sted by the Wrld Bank.



As of late 1994, npst state-owned apartnents and many snal
enterprises had been privatized, but the najority of |arge-
scal e enterprises remmined in state hands. Governnent
subsi di es on nost basic consuner goods were elimnated or
sharply reduced, but renmmin significant on bread, flour
cotton and sonme energy products. Uzbekistan left the ruble
zone in Novenmber 1993 and introduced a transitiona
currency, the som in July 1994. Inflation, which had been
about 20 percent per nonth in early 1994, was reduced to
about 5 percent per nonth in the July-Cctober period. The
budget deficit has been sharply reduced from about 16
percent of GDP to about 3 percent in the first nine nonths
of 1994,

Foreign investnent and joint ventures are officially wel cone
but the investnent climate is conplicated by the sl ow pace
of privatization, undefined | aws on property ownership and
foreign investnent, and general econom ¢ uncertainty. The
government maintains tight controls on international trade
which is strictly regul ated through inport and export
licensing and currency controls. The governnent is
currently studying legislation on the protection of
intellectual property rights. Uzbekistan is a nmenber of the
| M=, I BRD and EBRD and we have encouraged it to work
actively with these institutions on a conprehensive econonic
ref orm program

An OPI C agreenent entered into force in October 1992 and a
trade agreenent which includes intellectual property right
provisions entered into force in January 1994. W are
encour agi ng Uzbeki stan to nove forward on negotiations for a
bilateral investnment treaty. Negotiation of a double
taxation treaty will require major |egislative changes in
Uzbeki stan, but prelimnary discussions were begun in
February 1993.

Section 498A(a)(3): "respect internationally recognized
human rights, including the rights of mnorities and the
rights to freedomof religion and enigration.”

The 1992 law on citizenship and the Constitution
prohi bit discrimnation on the basis of sex, religion
| anguage, or social status, and officially sanctioned
di scrimnation does not occur. The Constitution provides
for free novement within the country and across its borders.
However, foreign travel is still restricted by difficulties
i n obtaining an overseas passport and by a law that requires
all citizens to have an exit visa. Local authorities
sonetines w thhold passports for political and
adm ni strative reasons to prevent persons from nmaki ng short-
termtrips abroad, including sone individuals selected to
participate in official exchange prograns. Qhers allegedly
received their passports or exit visas only after paying
bribes. Governnent authorities frequently w thhold exit
vi sas when they do not approve of the travel goals. Those
who | eave without an exit visa may be subject to severe
penal ti es upon return

Most barriers to enmigration were |lifted before the Sovi et
breakup. Although in sonme instances em grants are del ayed



by long waits for passports and exit visas, potentia

em grants who can find a host country willing to accept them
are able to | eave the country. Since independence, a

signi ficant nunber of non-Uzbeks, including Russians, Jews,
Ukr ai ni ans and others have em grated fromthe country,

al t hough no exact figures are avail able. These peopl e have
not |eft because of any systematic human rights abuses but
rat her because of what they fear will be limted future
econom ¢ and soci al prospects for non-Uzbeks. This

em gration appeared to slow sonewhat in 1993, conpared to
1992, but picked up again in 1994,

Section 498A(a)(4): "respect international |aw and
obligations and adhere to the Hel sinki Final Act of the
Conference on Security and Cooperation in Europe and the
Charter of Paris, including the obligations to refrain from
the threat or use of force and to settle disputes

peaceful ly."

Uzbeki stan joined the CSCE i n January 1992. At the
request of the Tajikistan Governnent, Uzbek troops are part
of the CI'S peacekeeping force in Tajikistan. The GOU s
record of restricting contact with foreign visitors,
suppressing free speech by the opposition and i nposing
travel restrictions on both nationals and foreign visitors
violates commitments of the Helsinki Final Act and the
Charter of Paris nmade by the GOU upon joining the CSCE

Section 498A(a)(5): "cooperate in seeking peacefu
resol ution of ethnic and regional conflicts."

Uzbeki st an supports regional and international efforts
to resolve the conflict in neighboring Tajikistan
Presi dent Karinov has urged further involverment by the
United Nations under the "Agenda for Peace" and proposed the
establ i shnent of a special advisory group to forecast and
rapi dly prepare recomendati ons for peacenaking for the
Security Council. In addition to participating in a
peacekeeping force, Uzbekistan is providing humanitarian aid
to internally displaced persons in Tajikistan and is
all owi ng international organizations to stage their support
fromcities in Uzbeki stan. Uzbekistan is comitted to
establishing a nulti-ethnic national identity and is
sensitive to the concerns of ethnic Russian and Tajik
comunities in Uzbeki stan. However, while there is no
officially sanctioned discrimnnation, some non-Uzbeks report
that they are discrinnated against.

Section 498A(a)(6): "inplenent responsible security
policies, including--

(A) adhering to arns control obligations derived from
agreenments signed by the forner Soviet Union

(B) reducing mlitary forces and expenditures to a
| evel consistent with legitimte defense requirenents;

(O not proliferating nuclear, biological, or chemca
weapons, their delivery systens, or related technol ogi es;
and

(D) restraining conventional weapons transfers.”

Uzbeki stan supports international efforts to elimnate



nucl ear, chem cal and biol ogi cal weapons and has reiterated
its willingness and intent to accept all of the rel evant
arns control obligations of the former Soviet Union. It
joined the NPT in 1992 as a non-nucl ear weapon state.
Control of all mlitary, paramlitary and security force
units has been transferred to the Governnent of Uzbeki stan
Uzbeki stan announced its intention to organi ze a new Uzbek
Nati onal Army which will consist of 35,000 soldiers. This
| evel is consistent with legitinmate defense requirenents.
We do not believe that Uzbeki stan has engaged in the
proliferation of nuclear, biological, or chem cal weapons,
their delivery systens, or related technol ogy. Uzbeki stan
has not yet signed the nultilateral Chenical Wapons
Convention. To our know edge, Uzbekistan has not engaged in
any significant |level of conventional arms transfers.

Section 498A(a)(7): "take constructive actions to protect
the international environment, prevent significant
transborder pollution, and pronobte sustainable use of
natural resources."

Uzbekistan is committed to working with the United
States and the international comrunity on environnenta
i ssues, has participated in conferences on regi ona
environnental problens, and has recently proposed the
creation of a Central Asia interstate organization to
resol ve the problens of the Aral Sea. Uzbekistan has taken
sone steps to establish public policy mechanisns to address
environnental issues and has created the "Fund for Ecol ogy
and Health of Uzbekistan," which is designed to increase the
public consci ousness and understandi ng of the environnenta
problens. It has established mnistries of energy and
electricity and minerals and water resources. Several state
conmittees have been established to deal with specific
environnental and ecol ogi cal issues. Uzbekistan suffers
severe environnental problens as a result of the cotton
nonocul ture, which has caused severe agrichenical pollution
and is actively seeking international assistance to dea
with these issues.

Section 498A(a)(8): "deny support for acts of internationa
terrorism™

Uzbeki stan does not grant sanctuary from prosecution to
i ndi viduals or groups which have comm tted acts of
international terrorismor otherw se support internationa
terrorism

Section 498A(a)(9): "accept responsibility for paying an
equi tabl e portion of the indebtedness to United States firms
i ncurred by the fornmer Soviet Union."

In Cctober 1991, shortly before the Soviet Union
di ssol ved, Russia and nine other Soviet republics signed a
Menor andum of Under st andi ng decl ari ng thensel ves jointly and
severally liable for the pre-Cctober 1991 debt to foreign
creditors of the Soviet Union. |n Decenber 1991, Russia and
seven other republics signed an agreenent which assigned to
each of the newly independent states a share of all the
external assets and foreign debt of the forner Soviet Union
Uzbeki stan did not sign either the Cctober or the Decenber



1991 agreenents. The Decenber 1991 agreenent provided that
Uzbeki stan's share of the FSU debt would be 3.27 percent.

In 1992, Russia sought to replace the joint and severa
liability principle by seeking full liability for the debt
inreturn for all the external assets. |In July 1992,

Uzbeki stan signed a "zero option" agreenent with Russia
under which Russia will pay Uzbekistan's share of the debt,
as defined by the Decenber 1991 agreenent, in return for its
share of the assets.

In April 1993, Russia and the official creditors of the
former Soviet Union reached agreement on a reschedul i ng of
outstanding arrears and 1993 nmaturities arising fromcredits
extended to the former Soviet Union. The April agreenent

i ncl uded a declaration signed by the Russian government

whi ch acknow edged and confirned Russia's liability for the
debt to foreign creditors of the forner Soviet Union. A
bilateral agreenent with the United States inplenmenting the
April accord was signed in Washi ngton on Septenber 30, 1993.
On June 4, 1994 Russia and the official creditors of the
former Soviet Union reached agreenment on rescheduling 1994
maturities arising fromcredits extended to the forner
Soviet Union. A bilateral agreement with the United States
i npl enenting the June accord with respect to debt owed to
the United States was signed Cctober 25, 1994. Consistent
with the terns of the April 1993 and June 1994 agreenents,
Russi a has been engaged in negotiations with the "London

Cl ub" of unofficial creditors. In these negotiations,
Russi a has been seeking to restructure, on terns conparable
to those agreed to by the official creditors, amunts owed
private creditors, including banks and uni nsured suppliers,
arising fromtheir loans to or other clains on the forner
Sovi et Uni on.

Section 498A(a)(10): "cooperate with the United States
CGovernment in uncovering all evidence regardi ng Anericans
listed as prisoners-of-war, or otherw se m ssing during
Ameri can operations, who were detained in the former Sovi et
Union during the Cold War."

The U.S. effort to uncover evidence of American PON
and MAs in the former Soviet Union is being conducted
t hrough the Joint U S./Russian Conmm ssion on POM/M As whi ch
was established in January 1992. The CGovernnent of
Uzbeki stan has been cooperative with all related interviews
conducted in Uzbeki stan

Section 498A(a)(11): "term nate support for the conmuni st
regime in Cuba, including renoval of troops, closing of
mlitary facilities, and ceasing trade subsidi es and
econom ¢, nucl ear, and other assistance."

The Governnent of Uzbekistan is not providing nmlitary,
econom ¢, nuclear, or other assistance to the Government of
Cuba.

Checklist for Grounds of Ineligibility

Under Section 498A(b) of the Foreign Assistance Act of
1961

Section 498A(b)(1): Has the President determ ned that the
CGovernment of Uzbeki stan has "engaged in a consistent



pattern of gross violations of internationally recognized
human rights or of international |aw'?

No. While such a pattern has not been deternmi ned, the
USG i s deeply concerned about the violations of human rights
di scussed above, and will continue to nonitor CGovernment of
Uzbeki stan's hunman rights perfornmance cl osely.

Section 498A(b)(2): Has the President determ ned that the
Government of Uzbekistan "has failed to take constructive
actions to facilitate the effective inplenmentation of
applicable arns control obligations derived from agreenents
signed by the forner Soviet Union"?

No. We do not believe that the Governnment of
Uzbeki stan has failed to take such actions.

Section 498A(b)(3): Has the President determ ned that,
after Cctober 24, 1992, the Governnent of Uzbekistan
"knowi ngly transferred to another country --

(A) mssiles or mssile technology inconsistent with
t he gui delines and paraneters of the Mssile Technol ogy
Control Regine; or

(B) any material, equipnent, or technol ogy that would
contribute significantly to the ability of such country to
manuf acture any weapon of nass destruction (including
nucl ear, chem cal, and bi ol ogi cal weapons) if the President
determ ne[d] that the material, equipnment, or technol ogy was
to be used by such country in the manufacture of such
weapon" ?

No. We do not believe that the Governnment of
Uzbeki st an has nmade such transfers.

Section 498A(b)(4): |Is the Governnent of Uzbekistan
"prohibited fromreceiving such assi stance by section 669 or
670 of [the Foreign Assistance] Act or sections 306(a)(1)
and 307 of the Chem cal and Biol ogi cal Weapons Control and
Warfare Elimnation Act of 1991"?

No. The Governnent of Uzbekistan is not prohibited
fromreceiving assi stance under these statutes.

Xl.  EVALUATI ON OF USE OF NOTW THSTANDI NG AUTHORI TY

During CY 1994 the NI S Assistance program continued to
benefit fromuse of the "notw thstandi ng authority" granted
to the program by Congress. Flexibility to respond quickly
to unforeseen assistance needs, and to provide non-

tradi tional mechani snms such as the Enterprise Funds
contributes to the effectiveness of the assistance program
The signal of Congressional support represented by the
granting of notw thstanding authority also benefits the NI'S
assi stance effort even when it is not necessary to actually
i nvoke the authority, as it encourages new and | ess
bureaucratic approaches. For exanple, USAID has abbreviated
and expedited procedures for NI'S project design and
approval, a process which can take 18 to 24 nonths

ot herwi se.



Specific exanples in which "notw thstandi ng authority" was
used during CY 1994 are set forth bel ow

O ficer Resettlenent Program

The O ficer Resettlenment Program consists of an initial

pilot programto provide 450 housing units for Russian
troops denobilized and withdrawn fromthe Baltics and

el sewhere; and a follow on programto provide an additional
5,000 units. These prograns were announced by Presidents
Cinton and Yeltsin at the Vancouver Sunmmit in March 1993
(pilot) and by President Cinton at the Tokyo G 7 neeting in
August 1993 (followon). These projects forma critical

part of U S. foreign policy in support of the w thdrawal of
Russian troops fromthe Baltics. The favorable outcone of
negoti ati ons between the Governnent of Russia and the Baltic
governments on troop wthdrawal was heavily influenced by

t he existence of the USAID program for providing housing
units for retiring Russian officers. For both the pilot and
the followon, USAID entered into contracts for technical
assi stance, construction, and nanagenent of a voucher system
to enabl e beneficiaries to purchase units through the

housi ng market. Accel erated procurenent processes were
required to begin both the pilot and followon contracts to
neet very anbitious conpletion targets. "Notw thstandi ng"
authority was invoked as described in the first three itens
below to permt this.

1. Dat e Activity
Amount
January 26, 1994 Fol | ow-on Russian O ficer Housing
$1.2 mllion
Construction -- Eval uation of Proposals
Rational e: "Notw t hstandi ng" authority was invoked to waive

FAR and Al DAR provisions related to full and open
conpetition to contract with Planni ng and Devel opnment

Col | aborative (PADCO) for an initial evaluation of design-
buil d proposals for the construction conponent of the
Russian Oficer Resettlenent Followon Project. Because of
the accelerated tinme schedule, it was not possible to obtain
t he needed services on a tinely basis through conpetitive
procurenent. The contractor chosen, PADCO, was already
nobi | i zed and deeply engaged in USAID s housing reform and
Pilot Oficer Resettlement projects in Russia. Concurrent
with PADCO s work in narrowing the Iist of construction
proposal s, USAID undertook a full and open conpetition for
managenent of the constructi on conponent of the project,
whi ch was won by Ral ph M Parsons Construction Co. and
awarded in Septenber, 1994. PADCO s initial work all owed
Parsons to begin working inmmediately with a short Iist of
construction firms. The first construction contracts were
signed in early Decenber 1994.

2. Dat e Activity
Amount
January 26, 1994 Pil ot Russian O ficer Housing
$1.1 mllion
Voucher Program

Rati onal e: "Notwi t hstandi ng" authority was invoked to waive



FAR and Al DAR provisions related to full and open
conpetition to contract with The Urban Institute for a 100
voucher pilot programunder the Pilot Russian Oficer
Resettl enment project. Conpetitive selection processes
mandat ed by the FAR and AIDAR for subcontracts were al so

wai ved. It was not possible to undertake full and open
conpetition and still neet the tight deadlines required
under the O ficer Resettlenent Project. The voucher system
needed to be designed i mediately and i nplenmented on a pil ot
basis. The Urban Institute had been working on the

devel opnent of a voucher housing programin Russia for
nearly two years and thus had acquired considerable
experti se and know edge relevant to this activity. The
first vouchers were issued in May 1995.

3. Dat e Activity
Anmount

June 24, 1994 Fol | ow- on Russian O ficer
Housi ng $15 million

Voucher Program

Rati onal e: FAR and AIDAR requirenents related to full and
open conpetition were waived to contract with The Urban
Institute for initiation of the voucher conponent (involving
the first 500 vouchers) for the 5,000 unit Russian Oficer
Resettl enment Project. Conpetitive selection processes
mandat ed by FAR and AlIDAR for award of subcontracts were
al so waived. The tining of the availability of housing
options for the officers becane an i nportant factor in the
Russi a-Bal ti c negotiations, and only the voucher conponent
provided a sufficiently rapid response. In order to neet
critical deadlines for the voucher distribution starting
date, a nonconpetitive award was nade to The Urban
Institute, an organi zation already on the ground in Russia
and with experience in inplenenting a pilot voucher
distribution activity in connection with the Resettl enent
Proj ect.

An open conpetition for a contractor to nmanage the voucher
conponent of the project was already underway at the tine,
but would not have net the urgent need for initiation of the
voucher program The open conpetition resulted in a
conpetitive award to Abt Associates in August, 1994 to work
on the remaining 2,000 vouchers.

4, Dat e Activity
Amount

February 28, 1994 Ent erpri se Fund Proj ect
$341 million

Rat i onal e: Because of the unique nature of this project
and its special |legislative mandate, the existence of

special "notw t hstandi ng" authority for enterprise funds
made it possible for the programto proceed, notw thstanding
rul es applicable to USAID grant agreenents. This involved
both rules that apply by virtue of statute and those that
apply by virtue of regulation or other adm nistrative
procedures that would normally be followed in the absence of
the authority. The rules fall into the follow ng four
general categories:



A) Various Requirenents for G antees

B) Nature of Project Activities

C) Pre-Award Actions

D) Eligible Goods and Services and Source/Origin
Requi renent s

A) Various Requirenents for G antees:

Non-applicability of the requirenent that interest earned on
grant advances be renmitted to USAI D

Non-applicability of any requirenent relating to cost
shari ng and matchi ng i nposed on grantees;

Non-applicability of any requirenent that grant advances
only be nade to the grantee on an as needed basis;

Modi fication of the requirenent that advances grant funds by
deposit in banks with FDI C coverage and the bal ance of the
advances that exceeds the FDI C coverage by collatera

secured to allow a nore comercially sound alternative;

Non-applicability of all requirenments prescribing how the
grantee shall manage property acquired with USAID funds;

Non-applicability of the requirenent that the grantee
certify that it has not been debarred or suspended, and that
its principals have not been convicted of certain crines.

Non-applicability of the required undertaking by the grantee
regarding the actions of its enployees in the N S.

Non-applicability of restrictions on conversions of dollars
into any other currency.

Most of these requirenents relate to the way in which a
normal grantee can nmanage its grant funds. Since the
FREEDOM Support Act and the SEED Act establish a different
pattern for the Enterprise Funds (i.e. to receive noneys in
advance of actual need and to earn interest thereon) nost of
t hese procedural requirenents are per force inapplicable.
The others are just not relevant to the investnent
orientation of the Enterprise Funds.

B) Nature of Project Activities:

Non-applicability of the restrictions on financing
commercial or agricultural activities that conmpete with
United States businesses, as specified in part in the
Bunpers and Laut enberg amendnents to the Appropriations Act
for fiscal year 1993

Non-applicability of 22 CFR 216: Environnmental Procedures;

Non-applicability of any requirenments applicable to
partici pant training prograns and research activities.

The FREEDOM Support Act and SEED Act provide specific

obj ectives for the activities of the Enterprise Funds. The

Funds are private entities, which require the flexibility to
respond to market signals on a tinely basis. Transactions

are not expected to result in competition with U S



busi nesses in major U S. or world markets. To the contrary,
the result should be to open and sustain new markets for the
United States. Wth respect to environnental procedures,

t he Funds have been granted a categorical exclusion and wl|
devel op their own rules and procedures for ensuring the

envi ronnent al soundness of |oans and investnents. USAID
will approve in witing these rules and procedures before

t he funds begi n operations.

C) Pre-Award Actions:

Non-applicability of the requirenent for a grant proposa
and budget ;

Non-applicability of the requirenent for a pre-award audit;

Non-applicability of the determnation that the funds have
performance record, an acceptable financial accounting
system and adequate funds to carry out the program

Non-applicability of the review of the adequacy of grantee
policy and procedures for travel, procurenent and property
managemnent ;

The Enterprise Funds are new organi zati ons with no
operational history to exam ne. The legislation directs
USAID to make grants to these organizations. USAID will
revi ew and approve personnel rules and policies, including,
those determ ning |l evels of conpensation and benefits for
enpl oyees of the Funds and any subsidiaries of the Funds.

D) Eligible Goods and Services and Source and Origin
Requi renent s:

Non-applicability of standard restrictions on the
acquisition of the foll owi ng goods:
(a) luxury goods

(b) weather nodification equipnent

(c) agricultural commodities

(d) vehicles

(e) rubber conmpoundi ng chem cals and plasticizers

(f) wused equi pnent

(g) U S. government-owned excess property

(h) fertilizers

(i) any commpdities appearing fromtinme to tinme on the
Commodity Eligibility list regarding ineligible goods;

Non-applicability of any requirenment that United States
maritinme insurers be used by the G antee;

Non-applicability of cost principles for nonprofit
or gani zati ons;

Non-applicability of any restrictions regarding |ocal cost
financi ng;

Non-applicability of statutes and restrictions on the source
or origin of goods and services or nationality of suppliers,
except for the exclusion of Libya, Vietnam North Korea,
Iran, Cuba, lraq, Syria, Serbia, Canbodia, Laos, China and
Af ghani stan as a permtted source or origin for goods and



services or nationality of suppliers including:

(a) the requirement for the procurenent of goods
fromthe United States, NIS countries, or from devel opi ng
countries; and,

(b) restrictions on acquiring construction and
ot her technical services from advanced devel opi ng countri es;

Non-applicability of the requirenment that at |east 50% of
USAI D-fi nanced goods be shipped on United States flag
vessel s;

Non-applicability of the preference for using United States
flag air carriers;

Non-applicability of the requirenment that notor vehicles be
of U.S. source and origin

In nbst cases, we do not expect the Enterprise Funds to
finance transactions of the type nornmally prohibited, but we
did not want to i npose the adm nistrative burden of having
to ensure that a proscribed procurenent woul d not happen

One of the beneficial by-products of the Enterprise Funds is
t he devel opnent of indigenous credit and venture anal ysts
who will be scrutinizing proposals for Fund financing. The
enphasis is on devel oping | ocal firms' business and
accounting skills, not just use of USG procurenent policies.

5. Dat e Activity
Anmount
July 25, 1994 Wor I d Bank Housi ng Sect or
$2 mllion
Loan Assi stance

Rati onal e: USAID had an opportunity to accel erate approva
and i nplenmentation of a $400 million Wrld Bank | oan for
Russi a's housing sector. Because of the accelerated tine
schedule for the activities, it was not possible to obtain
needed services on a tinely basis through conpetitive
procurenent. "Notw thstandi ng" authority was invoked to
wai ve FAR and AIDAR requirenments related to full and open
conpetition for up to $2 million for services in support of
the Worl d Bank Housing Sector Loan. The World Bank housing
loan for $400 million for Russia was subsequently negoti ated
i n Decenber 1994, with Board approval anticipated in
February 1995.

6. Dat e Activity
Amount

July 13, 1994 Contracting for managenent
$39 million

of the NET Partnership program

Rat i onal e: Requi renents of the FAR and Al DAR were wai ved
to permt accelerated contracting of the Partnership
Conponent of the NI'S Exchanges and Training (NET) Project.
Alimted conpetition was held anong ni ne organizations

whi ch had expressed interest in previous USAID i ssued
Requests for Proposals or submtted unsolicited proposals
related to training or partnership prograns. The contract



was for a managenent entity to identify organi zati ons and
institutions for participation in the partnerships, as wel
as to manage the overall inplenentation of the Partnership
Program Use of notwi thstanding authority enabl ed the
Partnership Programto get underway in FY1994 in accordance
wi th encouragenment fromthe Gephardt-G | man report to

accel erate the inplenentation of training activities.

7. Dat e Activity
Amount
August 31, 1994 NI'S Omi bus Privatization
$48.8 nmillion
Contracts

Rationale: Privatization in the NI'S has proceeded nmuch nore
rapi dly than anticipated, and has been the driving force of
market reform In Russia, for exanple, by July 1, 1994 sone
70% of the industrial sector and nearly all small businesses
had been transferred into private hands. Contract services
for a wide range of skills needed to support the
privatization process have been provided since m d-1993
through a set of 12 contracts which were procured under ful
and open competition, in which a record nunber of interested
organi zations participated ("omibus 1" contracts).

G ven the rapid pace of the privatization process, demand
for services was nmuch higher than anticipated and the |eve
of effort contracted under conpetitive processes was fully
conmi tted much sooner than expected. Wile a new full and
open conpetitive process for a second set of contracts was
begun in January 1994, it was necessary to extend the first
set of contracts in order to assure that critical services
could be continued during the new period of conpetition and
negotiation. USAID determined that 8 of the 12 "ommi bus 1"
contracts involving the nost critical services should be
extended to assure that program nmonentum not be disrupted.
Taki ng i nto account that these contracts had initially been
conpetitively selected, and that a new opportunity for firms
to participate in the program existed under the "omi bus 2"
conpetition, USAID considered that non-conpetitive extension
of the key contracts for a limted bridging period was
appropriate and essential to the program USAID therefore
i nvoked the "notwi t hstandi ng" authority to wai ve FAR and

Al DAR provisions related to full and open conpetition to

i ncrease the level of effort for these eight "omnibus 1"
contracts.

8. Dat e Activity
Amount

Thr oughout the year Personal Services Contracts
varies

Rati onal e: The "notwi thstandi ng" authority was exercised to
wai ve | egislation prohibiting federal agencies from

enpl oyi ng i ndi vi dual s under personal services contracts
(PSC) to work in Washington. Oher USAID Bureaus enpl oy
larger field staffs, including | arger nunbers of field-based
PCSs, than the ENI Bureau has been able to enploy. Wth
substanti al managenent responsibilities for the ENI program
still in Washington, it has been necessary to enpl oy
Washi ngt on- based PSCs, especially technical specialists, to



ensure adequate managenent of the ENl assistance program
XI'1. | NTERNATI ONAL FI NANCI AL | NSTI TUTI ONS AND | NI TI ATI VES

In 1994, the Newly I ndependent States have continued to draw
upon the support of the international financia
institutions, which at the urging of the US. and its G7
partners have responded i nnovatively to the specia
circunstances of transition economes. A nunber of
countries were able to utilize the I Ms new System ¢
Transformation Facility (STF), while progress in sone

all oned themto nove on to borrow under the Fund's
conventional stand-by arrangement. Both the Wirld Bank and
the EBRD were nore active, particularly in their novenent
outside of Russia. Following its restructuring, the EBRD
in particular, had greater success in aiding private sector
firmse and financial institutions throughout the region

The U.S. also worked with its G7 allies and the

nmultil ateral |ending organizations on coordi nated
initiatives. These include the $3 billion Specia
Privatization and Restructuring Programfor Russia, which
was wel |l underway by the end of the year; the EBRD s Snal
and Medium Enterprise Fund for Russia; and nultilatera
support for Ukrai ne's bal ance of paynent requirenents, as
well as to help that country nove toward closure of the
Cher nobyl reactors.

I nternational Mnetary Fund

Rel ati ons between the I M- and the twelve NI'S have devel oped
over the course of this year. After a period of econonmc
revi ew, during which technical assistance was provided, the
Kyrgyz Republic, Kazakhstan, Mdl dova and Russia received
their first IMF financial support in 1993. 1994 saw the
begi nni ng of a new wave of reform-as Arnenia, Bel arus,
Georgia, Ukraine and Uzbekistan--initiated nore aggressive
policies, which led to | M- support for these countries; this
wave i s expected to crest in 1995. To sustain it, strong

i nternational support is needed.

In August 1992, the I M- approved a five-nmonth, $1 billion
first credit drawing for Russia. In July 1993, Russia drew
a $1.5 billion tranche of a $3 billion STF loan. Wth their
programoff-track in late 1993, Russia was unable to draw
the second tranche of this loan until April 1994. At the
end of 1994, Russia and the | M- were negotiating a standby
arrangenent which, with the | M- Board decision to increase
countries' access to 100 percent of quota, could be as much
as $6 billion.

Finally, creation of a $6 billion currency stabilization
fund (CSF) remains on the table. The CSF is intended to
pronote confidence in Russian reforns, help stabilize the
ruble and facilitate convertibility. The CSF will be tied
to Russian conpliance with the standby programand will only
be introduced once stable fiscal and nonetary policies are
in place.

The I MF has rapidly responded to other countries of the
former Soviet Union as they have to adopt reform policies.



In 1993, Kazakhstan, the Kyrgyz Republic and Ml dova were
the strongest reforns. These three countries received STF
drawi ngs in 1993, and all had received standby | oans by
January 1994, 1994 saw anot her wave of serious reform as
governmental conmitments in Ukraine, Belarus, Georgia and
Armenia to inplenent nore anbitious prograns were net by | M-
STF programs. Uzbekistan is expected to receive a STF | oan
in early 1995. Turknenistan, Tajikistan and Azerbaijan | ag
behi nd the other countries, and are at nore prelimnary
stages of discussions with the | M-

Wor |l d Bank: International Bank for Reconstruction and
Devel opnent (1 BRD), International Devel opment Associ ation
(1 DA)

After accepting all the NIS as new nmenber in 1992, the Wrld
Bank worked in 1993 to devel op reform program action pl ans
which outline price, trade, legal and financial reforns to
pronote investnent, as well as sectoral reforns in areas
such as agriculture, energy, housing and transportation

The Bank has coordinated with other multilateral and

bil ateral donors and has chaired Consultative G oup neetings
to discuss financial and technical assistance needs. By end-
1994, CGs had been held for all the NI'S, excluding Russia
whose TA needs have been dealt with in other fora.

Despite active work to devel op a | oan pipeline for Russia,
the Bank continues to face difficulty approving new | oans,
and subsequently, inplenmenting and di sbursing approved

| oans. For exanple, a $200 mllion loan to newWy privatized
| arge enterprises -- part of the $3 billion Specia
Privatization and Restructuring Program-- has been
approved, but awaits inplementation. In all, $2.3 billion
in | oans have been approved in 13 projects. Twenty-nine
projects totaling $8 billion are currently under
preparation. Unfortunately, the Bank has been able to

di sburse |l ess than $600 mllion, mainly under the first

i mport rehabilitation |oan.

The Bank has been active in other NIS countries. Besides

t he approved | oans, which are listed in the follow ng table,
as of Novenber 15, there were another 62 Wrld Bank ot her
projects totaling $3.8 billion under preparation in the 11
non- Russi an NI S:

COUNTRY LOAN AMOUNT
(mllions)
Ar meni a I nstitution Building $ 12
Eart hquake Reconstruction $ 28
Irrigation Rehabilitation $ 29
Power Mai nt enance $ 9
Azer bai j an Energy TA $ 13
Bel ar us Institution Building $
8
I nstitution Building $120
Forestry Managenent $ 42

Georgi a I nstitution Building $ 7



Muni ci pal Infrastructure $ 13

Kazakhst an | mport Rehab $180
Petrol eum TA $ 16
Urban Transport $ 40

Kyrgyz Republic | mport Rehab $ 60
Private Sector Adjustnent $ 60
Tel econmuni cat i ons $ 18
Soci al Safety Net $ 20

Mol dova Drought Recovery $ 26
I mport Rehabilitation $ 60
Structural Adjustnment $ 60

Ukr ai ne I nstitution Building $ 27
I mport Rehabilitation $500

Uzbeki st an CGover nment Managenent TA $ 21

(Note: Tajikistan and Turkneni stan have not received | oans
fromthe |IBRD.)

I nternational Finance Corporation

The International Finance Corporation (IFC), the private-
sector armof the World Bank Group, continued to play a key
role in the econom c transformation of Russia and the other
new y-i ndependent states (NIS) in 1994. Bel arus,

Kazakhstan, the Kyrgyz Republic, Russia, Tajikistan, Ukraine
and Uzbeki stan are nenbers of |FC

IFC s mandate is to pronpte private sector devel opnent in
its menber countries. The Corporation nakes debt and equity
investrments for its won account; nobilizes funds from ot her
private and official sources; and provides services in the
areas of capital narkets devel opment, corporate advisory
work, and privatization. Since then, |IFC has also begun
devel opi ng a strong investnent portfolio.

| FC - which collaborates closely with the rests of the Wrld
Bank Group and the European Bank for Reconstruction and
Devel opnent in the NIS - shares fully in project risks with
other foreign and | ocal investors, as it never accepts

gover nment guar antees of repaynent.

During cal endar year 994, |FC approved new i nvestnents for
its own accounting totaling $133 mllion in ten projects in
four NI'S countries, Kazakhstan, Russia, Ukraine and

Uzbeki stan. The total cost of the projects is estimted at
$665 mllion, including noney invested by U S. and other

nmul tinati onal investors. The projects involved a range of
sectors, including teleconmunications, construction, finance
and m ni ng.

Exanpl es of the IFC activities in the NI'S during 1994
i ncl ude:

Privatization: Wth United States, British and Canadi an
financial assistance, |IFC privatization work has focused on
hel pi ng governnents of the former Soviet republics devel op



nodel privatization systenms that can be w dely replicated.
Inits first project, IFC assisted in the design and

i mpl enentation of a snmall-scale privatization programin
Ni zhny Novgorod, creating a nodel which has now been adopted
for replication throughout Russia. Since then

approxi nately 80 percent of all snall businesses avail able
for privatization have been sold in Russia. In its second
project, |FC designed and inpl enented a trucking
denonopol i zati on and privatization program which has been
used in two-thirds of provinces in Russia. In 1994, |IFC
work on pilot privatization continued with enphasis on the
foll owi ng areas

The privatization of Russian nmediumand |arge -scale
enterprises using vouchers, with schemes successfully

i ntroduced in five regions and over 2,000 enterprises sold.
by m d-1994, over 70 percent of nediumand | arge scale
enterprises had been sold in Russia.

The privatization of agricultural |and and collective farns,
with a nodel program designed in N znhy Novgorod. |n 1994,
Prime M nister Chernonyrdin publicly endorsed | FC s program
and the Russian governnent passed a decree setting up the
schenme as a nodel for Russia. Since then, an additiona

t hree regi ons have begun inplenenting the nmodel, with IFC
assistance. Currently, over 90 farms are participating in

t he program

The privatization of snall-scale enterprises in Ukrai ne and
Bel arus. I FC teans work in 13 cities in Ukraine and three
cities in Belarus. While privatization has not yet taken
hold nationally in Ukraine and Bel arus, npbst |FC-assisted
cities have privatized approximtely fifty percent of their
snal | -scal e enterprises. Also, IFCis advising the
Ukr ai ni an and Bel arusi an governnents on nodi fyi ng
privatization laws to create nore favorable conditions for
privatization nationally.

Capital Markets: In the capital markets area, | FC advised
the Russia authorities on the establishment of a securities
market at the central and regional levels In Mscow, |FC
has been working with the governnment to help identify and
remedy princi pal weaknesses in the existing | egal and

regul atory framework. |IFC s work has centered on the

i ntroduction of a |egal foundation and institutiona
structure for share ownership and transfer and i nproved

cor porat e governance.

Cor porate Advisory: |FC s corporate advisory group
conduct ed an apprai sal of the Leninogorsk Gold Tailings
Project for the Kazakhstani Governnent and supported a study
on conpleting facilities and defining the marketing for
three hotels under construction in Uzbeki stan

Further US-Russian and joint-venture projects are under
di scussion at IFC, with the largest in the pul p and paper

sector. IFCis also in the final stages of creating a |arge
regi onal investnent fund as part of the G7's Specia
Privatization and Restructuring Program The fund will make

equity and quasi-equity investnents into start-up and
privatized Russian enterprises that produce and distribute



goods in consuner and other markets where demand is
substantial and supplies are limted. |FC has recently
recei ved additional joint-venture proposals. Nonetheless,
joint-venture investnent opportunities remain limted as a
result of the difficult investment climate in Russia.

Eur opean Bank for Reconstruction and Devel opnent

The European Bank for Reconstruction and Devel opnent ( EBRD)
was created March 28, 1991. Its purpose is to foster the
transition toward market-oriented economes and to pronote
private and entrepreneurial initiatives in central Europe
and the former Soviet Union. Countries receiving EBRD

assi stance must be committed to and applying the principles
of multi-party denocracy, the rule of law, respect for human
rights and nmarket econonmies. The EBRD, has 59 nenbers, of
whi ch 25 are borrowi ng nenbers, including all of the NS
The U.S. contribution is $350 nmillion of which we have paid
$281 million through FY1995.

The EBRD i s devel opi ng nmar ket econoni es by strengthening
financial institutions, pronoting privatization, devel oping
the | ocal private sector, and creating a nodern
infrastructure. The EBRD s role is catalytic in that it
encour ages co-financing with private and public financia
institutions, nobilizes donestic capital resources, and
provi des techni cal cooperation in pursuit of these

obj ectives and to hel p make reforns sustainable.

The Bank directs at | east 60 percent of operation (both

| ending and equity) to the private sector or enterprises
shifting to private control. Renaining resources are to be
lent for infrastructure projects that support private

devel opnent, and for state-owned enterprises that operate
conpetitively. The Bank al so pl aces great enphasis on
projects that contribute to environnmentally sound and
sust ai nabl e devel opnent.

There has been a great deal of change at the EBRD over the
past year. Since the arrival of its new President, Jacques
de Larosiere, the Bank has conducted a thorough revi ew of
operational priorities, adopted a new organi zationa
structure, and has reduced adm nistrative costs. Managenent
i mprovenents include (1) a 1994 hiring freeze and a 9
percent reduction in budgeted positions; (2) a zero-growh
budget for 1994 and 1995; and (3) elimnation of first-class
travel .

Thr ough Novenber 30, 1994, the Bank approved 233 projects
worth $6.4 billion. Equity investments accounted for $1
billion; loans -- the other $5.4 billion. Top beneficiaries
(as of Septenmber 30) are: Russia ($1.1 billion), Pol and
($920 million), Hungary ($740), Czech Republic ($422),
Romani a and the Sl ovak Republic (about $290 each).

The Bank's reorgani zation has facilitated nmore rapid
conm tments and di sbursenments, and greater enphasis on
private sector projects and equity activities:

For the year through Septenber 30, 1994, disbursenents were
up to 71 percent over the sane period in 1993.



In the first half of 1994, Board-approved projects in the
private sector grew 63 percent.

For 1994, through Novenber, approved equity projects
doubl ed, while [ oans increased by only 32 percent.

The Bank al so has targeted activities nore evenly across
countries, with plans to have at an operation in each
country:

In the first half of the year, the thirteen countries with
the | east anmpbunt of EBRD i nvestnment, saw their totals
doubl ed.

In 1994, the Board approved the Bank's first projects in the
Kyrgyz Republic, Macedonia, Croatia and Mol dova.

And, the Bank responded to calls for nobre creative support
for econonic transition in the region, increased focused and
adopti on of programmati c approaches:

Targeting local |level and snall business initiatives;

Leveragi ng EBRD funds with private investnent and government
t echni cal assi stance;

Devel opi ng | ocal financial infrastructures so that donestic
institutions begin to furnish lending and investnent to
local firms.

In addition to traditional debt and equity financing and
techni cal assistance, the EBRD has devel oped i nnovative
nmechani sns for channeling funds to the enterprise sector

The Smal | and Medium Enterprise Fund (SME) in Russia
facilitates | ending and equity placenents to small - and

m cro- busi nesses. The $55 million fund is being inplenmented
by | ocal banks in five cities. Sinmilar projects exist for
Bel arus, Ukrai ne, Kazakhstan and Uzbeki st an.

The EBRD is working to inplenent the $3 billion Specia
Privatization and Restructuring Program (SPRP) for Russia.
The EBRD has approved four regional venture funds (wth

pl ans for seven nore) which provide equity and TAto newy
privatized firms. G 7 donor TA funds | everage $30 million
in EBRD equity for each fund.

The EBRD al so admi nisters the Nucl ear Safety Account (NSA),
an initiative of the Munich Sunmmt. The NSA provi des grant
funds for immedi ate safety inprovenments of high-risk
reactors and devel ops plans for early closure of those
reactors. Projects have been initiated in Bulgaria and

Li thuani a, and are being devel oped i n Russia and Ukrai ne.

In this vein, the Bank is playing a lead role in devel opnment
of the G7 Action Plan for Ukraine to facilitate closure of
t he Chernobyl reactor
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